: UNIVERSITY 
[No. 45] OF MICHIGAN 








M A | N 


READING ROCs 
FIRST INTERIM REPORT 


OF 


SUBCOMMITTEE NO. 1 


COMMITTEE ON ARMED SERVICES 
HOUSE OF REPRESENTATIVES 


ON 


IMPLEMENTATION OF THE 
RESERVE FORCES ACT OF 1955 


JANUARY 1956 


Prepared for the use of the House Committee on Armed Services 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1956 











COMMITTEE ON ARMED SERVICES 
EIGHTY-FOURTH CONGRESS 
CARL VINSON, Georgia, Chairman 


OVERTON BROOKS, Louisiana 

PAUL J. KILDAY, Texas 

CARL T. DURHAM, North Carolina 

L. MENDEL RIVERS, South Carolina 
PHILIP J. PHILBIN, Massachusetts 

F. EDWARD HEBERT, Louisiana 
ARTHUR WINSTEAD, Mississippi 
MELVIN PRICE, Illinois 

0. C. FISHER, Texas 

PORTER HARDY, Jr., Virginia 
WILLIAM J. GREEN, Jr., Pennsylvania 
CLYDE DOYLE, California 

VICTOR WICKERSHAM, Oklahoma 
GEORGE P. MILLER, California 
CHARLES E. BENNETT, Florida 
LESTER HOLTZMAN, New York 
ROBERT H. MOLLOHAN, West Virginia 
RICHARD E,. LANKFORD, Maryland 
GEORGE HUDDLESTON, Jr., Alabama 


E. L. BARTLETT, Alaska 


MRS. JOSEPH R. FARRINGTON, Hawaii 


A. FERNOS-ISERN, Puerto Rico 


DEWEY SHORT, Missouri 

LESLIE C,. ARENDS, Illinois 

W. STERLING COLE, New York 
LEROY JOHNSON, California 

LEON H. GAVIN, Pennsylvania 
WALTER NORBLAD, Oregon 
JAMES E. VAN ZANDT, Pennsylvania 
JAMES T. PATTERSON, Connecticut 
PAUL CUNNINGHAM, Iowa 
WILLIAM H. BATES, Massachusetts 
WILLIAM E. HESS, Ohio 

CHARLES P. NELSON, Maine 
JAMES P. 8. DEVEREUX, Maryland 
ALVIN E. O’KONSKI, Wisconsin 
WILLIAM G. BRAY, Indiana 
ROBERT C., WILSON, California 
FRANK C. OSMERS, Jr., New Jersey 


ROBERT W. SMART, Chief Cownsel 





SUBCOMMITTEE No. 1 
OVERTON BROOKS, Louisiana, Chairman 


PHILIP J. PHILBIN, Massachusetts 
ARTHUR WINSTEAD, Mississippi 
MELVIN PRICE, Illinois 

O. C. FISHER, Texas 

VICTOR WICKERSHAM, Oklahoma 
LESTER HOLTZMAN, New York 


CHARLES F. DuUcANDER, Cownsel 


It 


LEROY JOHNSON, California 
WALTER NORBLAD, Oregon 
JAMES E. VAN ZANDT, Pennsylvania | 
JAMES P. 8. DEVEREUX, Maryland 
WILLIAM G. BRAY, Indiana | 
FRANK C, OSMERS, Jr., New Jersey 














[No. 45] 
IMPLEMENTATION OF THE RESERVE FORCES ACT OF 1955 


The passage of the Reserve Forces Act of 1955 by the Congress and 
subsequent approval by the President on August 9, 1955, is intended to 
provide a means to strengthen the Reserve components of the military 
services. 

The purpose of the law is to provide the machinery by which our 
Reserve forces may be so organized and trained that in the event of 
war they can be mobilized quickly to augment the active forces in 
combat and to carry out internal security missions within the United 
States. The act provides the authority to increase the size and to 
strengthen the Reserve forces by insuring participation in Reserve 
training. 

Prior to the passage of the act, the Armed Forces Reserve Act of 
1952 established a Ready Reserve and a Standy Reserve. The Ready 
Reserve, within a statutory limit of 1,500,000, was to contain units 
and individuals ready for active service (1) in time of national emer- 
gency proclaimed by the President, subject to a determination by the 
Congress as to the numbers to be called or (2) in an expansion of the 
Armed Forces in time of war or national emergency declared by the 
Congress. 

In actual practice the Ready Reserve, while increasing in size, did 
not attain the percentage of organization or training required for its 
mobilization role. 

During the entire period of more than 2 years that the Armed 
Forces Reserve Act of 1952 was in effect prior to the passage of the 
Reserve Forces Act, the Ready Reserve exceeded its statutory ceiling 
of 1,500,000. As a matter of fact, on April 30, 1955, the strength of 
the Ready Reserve was approximately 2,800,000. This number, 
however, was in nowise a measure of the military strength of the 
Ready Reserve. It is significant to note that only about 800,000 were 
participating in paid training (which number included the National 
Guard) and this number did not represent balanced and organized 
military forces. 

The provisions of the Reserve Forces Act of 1955 were designed to 
build a Ready Reserve of 2,900,000 with a selectively recallable 
Standby Reserve of 2 million. The target date for the buildup of the 
Ready Reserve under the Reserve Forces Act is 1960 and by that date 
the act is designed to provide a Reserve in numbers as follows: 


Total Officers | Enlisted 

Total__- : : rt! 2, 949, 674 375, 469 2, 574, 205 
Army total. --_---- “ é ‘ . 1, 692, 235 178, 642 | 1, 513, 593 
National Guard_ : 612, 924 44, 279 568, 645 
Army Reserve-.----- - 1, 079, 311 134, 363 944, 948 
Naval Reserve_-- : : ‘ 623, 000 95, 000 | 528, 000 
Marine Corps Reserve e = za 2? ot 245, 839 | 22, 627 223, 212 
Air Force total. de ible ‘ : 349, 000 75, 000 274, 000 
Air National Guard. _- ORES ibs SLR 101, 281 12, 415 88, 866 
GE TOU TOOMOE TO a nc ook 2 8k ced 247,719 62, 585 185, 134 
RE A goles bl bebedaducastdcsiecss ele 39, 600 4, 200 35, 400 
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From the foregoing, it is significant to compare the numerical status 
of the Reserve components prior to the passage of the Reserve Forces 
Act. On April 30, 1955, the status was as follows: 


Army Reserve: Air Force Reserve: 

Drill-pay status__ 162, 000 Drill-pay status__.. 49, 000 

Nonpay status___ 1, 368, 000 Nonpay status----- 209, 000 
Army National Guard: Air National Guard: 

Drill-pay status. 353, 000 Drill-pay status__.. 61, 000 

Nonpay status___ 20, 000 Nonpay status_---- 0 
Naval Reserve: Coast Guard Reserve: 

Drill-pay status__ 149, 000 Drill-pay status__.__ 6, 000 

Nonpay status___ 318, 000 Nonpay status__-_-- 16, 000 
Marine Corps Reserve: 

Drill-pay status__- 40, 000 

Nonpay status... 138, 000 





From the foregoing, it will be noted that there was no lack of 
Reserves in numbers, but that the vast majority did not participate in 
training. It should also be remembered that many of the Reserves 
in a drill-pay status were veterans of World War II and that the 
flow of young men leaving the active service with Reserve obligations, 
who entered drill-pay status and actively participated in the Reserves, 
was almost negligible. In addition to this, the drill-pay status 
Reserve had many members who had had no prior service on active 
duty. 

Consequently, prior to the passage of the Reserve Forces Act, the 
Nation was treated to the unpleasant spectacle of a Ready Reserve 
that was in no sense ready, for although the numbers of persons 
composing this Reserve were large, the persons actively participating 
in training and maintaining their skills and proficiencies were few, and 
of this latter group many were young men who had not served as much 
as a single day in the active service. 

The Reserve Forces Act provides new enlistment programs and 
further provides that all persons entering the armed services after the 
effective date of the act may be required to participate in Reserve 
training for a period which when added to the time spent on active 
duty totals 5 years. These provisions were designed to provide a 
constant flow of trained individuals through the Ready Reserve so 
that at all times the Ready Reserve would be a virile and potent force. 

The most significant and highly publicized of the enlistment 
programs was that by which a young man, prior to reaching the age 
of 18% years, could enlist in one of the Reserve components, serve 
6 months on active duty for training and thereafter be transferred 
to the appropriate Reserve component where he would be required to 
participate in Reserve training for a period of 7% years. 

The Army and Marine Corps immediately implemented this 
portion of the act and realizing that insufficient time was available 
to publicize the program, decided to initiate training on a limited 
basis in the first part of October. The taking of this action was for the 
reason of stabilizing initial methods and procedures and to gain 
experience to insure that the expanded program reflected the most 
efficient system of procurement, processing, and training and was 
more important than to await the benefits of accelerated publicity. 

The subcommittee finds that this program, although starting 
slowly, is gaining impetus. On December 30, the Army reports that 
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it had enlisted 5,696 young men of which number 1,717 were actively 
undertaking active duty for training. The balance of 3,979 were 
high school students deferred from training until their graduation 
from high school. 

The Marine Corps has also begun implementation of the 6 months’ 
training program and again the subcommittee finds that progress in 
obtaining the necessary quotas is slow. The Marine Corps had estab- 
lished a quota of 2,984 trainees for the months of September, October, 
November, and December, but as of December 20, only 786 enlist- 
ments in this program had been received. Of this number, 216 had 
been ordered to active duty for training and the remaining 526 were 
deferred in order to complete their last year of high school. 

The Navy, Air Force, and Coast Guard have not implemented the 
6 months’ training program. The subcommittee understands the 
reasons for the Navy and Air Force’s failure to do so. The repre- 
sentatives of these two services made it clear during hearings on the 
Reserve Forces Act that they believed they could meet their program 
strength in building their Reserve without the necessity of using 6- 
month trainees. On the other hand, it was surprising to learn that 
the Coast Guard was not implementing the program and had no plans 
to do so until fiscal year 1957. This testimony did not coincide with 
assurances from Coast Guard representatives, given the subcommittee 
during hearings on the Reserve Forces Act, that the Coast Guard was 
desirous of using a 6-month training program and planned to program 
for 2,000 trainees per year starting immediately after the approval of 
the act. It was also discovered that the Coast Guard had altered its 
long-range planning and now tells the subcommittee that it cannot 
complete its phased buildup until 1963. The subcommittee can see 
no reasons for the radical changes which are being made only a matter 
of months aftcr assurances had been given to the Congress that the 
Coast Guard could meet its goal by 1960. Furthermore, it is believed 
that sufficient effort is not being made by the Coast Guard or by the 
Department of the Treasury to build the Coast Guard Reserve to its 
necessary strength. It seems that the main reason for the failure of 
the Coast Guard to implement the act and thus get an early start 
with its long-range plans is the failure of the Treasury Department to 
provide the necessary funds for the Coast Guard to do so. 

The Reserve Forces Act also provided a new 6-year enlistment pro- 
gram whereby young men may enlist and thereafter perform 2 years 
of active duty. Following a period spent on active duty by these 
enlistees, they can be transferred to the Ready Reserve for a period 
which when added to the time spent in active service totals 5 years. 
The Army, Navy, and Coast Guard are implementing this enlistment 
program. On December 30, 1955, the Army had enlisted 2,476, the 
Navy 11,668, and the Coast Guard 516. This program also is pro- 
gressing slowly, insofar as the Army is concerned, but it should be 
noted that although the overall term of service is limited to 6 years, 
combined active and inactive duty, the time required to be spent in 
the active service is 2 years, which corresponds with the requirements 
for persons inducted oman selective service. Still, the subcommit- 
tee has hopes that this program will become more popular with our 
young men due to the fact that it permits them to enter a service of 
their choice for a period of active duty which is no longer than they 
would be required to serve if drafted. 
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With respect to this special enlistment program, the subcommittee 
must record the fact that local draft boards have, in some instances, 
done much to hinder public acceptance of the program. This has 
been done by the local draft boards attempting to induct young men 
after they have volunteered for, and were serving with, Reserve units 
and prior to the time when the military service concerned would order 
them to active duty. During the hearings, the subcommittee took 
this matter up with the Director of Selective Service and it has been 
assured that this practice has been halted. The Director read a 
selective-service operation bulletin which is as follows 


OPERATION BULLETIN 136 


Subject: Postponement of induction for certain services. 

1. The Reserve Forces Act, Public Law 305, 84th Congress, added a new sec- 
tion 261 to the Armed Forces Act of 1952 which provides for a 6-year enlistment 
in the Army Reserve, the Navy Reserve, the Marine Corps Reserve, Air Force 
Reserve, or the Coast Guard Reserve. Each person listed under this section 
must perform— 

(a) Active duty for a period of 2 years; 

(b) Satisfactory service as a member of the Ready Reserve for a period 
which when added to the service rendered under subparagraph (a) shall total 
5 years; and 
m (c) The remainder of such time of enlistment as a member of the Standby 

eserve. 

2. The armed service concerned will identify the registrant as having enlisted 
under the provision of section 261 on military status of individual, form 44, which 
shall be filed in the registrant’s cover sheet. 

3. In the event such registrant is reached for induction, the local board shall 
postpone issuance of an order to report for induction Jand notify the armed force 
concerned through the State director of selective service. If, at the expiration 
of 120 days, the registrant has not been ordered to active duty, the local board 
shall notify the State director. 


The operation bulletin was disseminated to all of the boards in 
November 1955, and if strictly adhered to should end the practice of 
drafting persons who have volunteered in the Reserves under the 
provisions of the act, which practices certainly have no part in this 
program. 

The subcommittee was disappointed to find that a program whereby 
persons who entered the active service prior to the effective date of the 
act and who may enlist in the training program of the Ready Reserve 
upon discharge, thus reducing their Ready Reserve liability to 1 year, 
has not received the number of enlistees originally contemplated. 
This program was included in the law, and is effective until July 1, 
1957, in order to start an immediate buildup of the Ready Reserve. 
However, on December 30, 1955, the Army reports that only 257 
persons leaving the active service have taken advantage of this 
program. This is an infinitesimal percentage of the number of persons 
who have been discharged with a Reserve obligation in the past 4 
months. 

Another provision of the law provides that all graduates of the 
Army and Air Force ROTC programs will be guaranteed a commission 
and if sufficient vacancies are not available in the active service for all 
graduates to complete a 2-year period of active duty, the military 
service concerned may order graduates to a period of 6 months of 
active duty for training and upon their discharge transfer them to the 
Ready Reserve. The Army has already taken advantage of this 
provision of the law, and 4,100 lieutenants from the class of 1955 are 
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being assigned directly to the Ready Reserve after 6 months’ active 
duty for training. This number of officers, who were originally 
scheduled for 2 years’ active duty, were determined to be excess to the 
needs of the active Army. 

The Army National Guard continues with a steady increase in 
enlistments. The strength of the Army National Guard was 358,000 
on June 30, 1955, and the December count shows the strength at 
370,000. This was a substantial gain of 12,000 new enlistments for 
this short period of time and is commendable. 

The Navy and Air Force are making substantial progress in meeting 
their program strengths despite the fact that the Navy is only using 
one special enlistment program authorized by the law, and the Air 
Force is using none. The latter service continues to accept only the 
traditional 4-year enlistment, and it is noteworthy that its Reserve 
continues to grow. The subcommittee is pleased to receive the infor- 
mation given by representatives of the Department of the Air Force 
and the Navy Department concerning their progress in bvilding a 
strong Ready Reserve. Furthermore, it must be remembered that, 
particularly in the case of the Air Force its Reserve is composed of 
nearly all veterans of 4-years service with the active Air Force. In 
time of emergency, this would be a potent, well-trained force to call 
to active duty to supplement the active Air Force. 

The subcommittee would be remiss if it failed to commend the 
Air National Guard for its excellent progress. Statistics show that 
the Air National Guard has 102 percent of its program strength for 
this fiscal year. Moreover, the Air Guard reports a remarkable 82 
percent reenlistment rate which is the finest rate of reenlistment of 
any Reserve component or any active service. 

he subcommittee should point out that two provisions of the act 
are not being implemented by any of the military services. Section 
263 (a) provides that until July 1, 1957, the Secretaries of the military 
services may provide for the release from active duty from the Armed 
Forces for persons who have served a minimum of 12 months pro- 
viding such persons volunteer to transfer to one of the Reserve com- 
ponents and participate in training for a period which when added 
to the period of active duty totals 4 years. Of course this is a permis- 
sive provision of the law, and representatives of the Secretary of 
Defense’s office state that no military department has requested 
authority to utilize this program. It is explained that if the early 
release program was implemented the increased turnover would lower 
capability to support overseas deployments and adversely affect com- 
bat readiness; training replacements for men released after 1 vear 
would increase costs and it is desired to build Reserve Forces through 
positive measures. 

In addition to the foregoing, the program for direct entry of young 
men between the ages of 17 and 18% into the Reserve under the pro- 
visions of clause (C), paragraph (2), subsection 6 (c) of the Universal 
Military Training and Service Act, as amended, has not been imple- 
mented. Under this provision of the law, young men could enlist in 
a Reserve component and by satisfactorily participating could be 
deferred from induction by Selective Service until reaching the age 
of 28 when he would have completed his military obligation. Again, 
this is permissive legislation which the military de ‘partments have 
not chosen to use. It should be noted that there is no statutory 
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requirement for active duty training and departmental witnesses 
point out that the reason for nonemployment of the provision is that 
it does not meet the primary objective of assuring trained young men 
for the Reserve and the program would hamper efforts to secure 
volunteers for the 8-year, 6-month training program. 

The subcommittee believes it is too early to approve or censure the 

military departments for failure to implement these provisions of the 
act. In keeping with the opinions expressed elsewhere in this report 
it is believed that a later reappraisal of the progress under the Reserve 
Forces Act of 1955 should be made, and at that time a determination 
aaa these provisions should be actively implemented can be 
made. 
The subcommittee is pleased to learn that the military services are 
expending every effort to make sure that individuals entering the 
military service for the first time are advised of their military obliga- 
tion. A statement of understanding is executed by each enlistee 
wherein he acknowledges that he must perform a stated period of 
active duty or active duty for training; serve in the Ready Reserve 
for a given period, during which time he is required to participate 
satisfactorily; and the remainder of the enlistment, where applicable, 
will be a member of the Standby Reserve. Also included is a pro- 
vision of involuntary service when the individual fails to perform 
satisfactorily. The intent of this statement is to insure that the 
enlistee thoroughly understands the service required of him under 
existing law. 

The subcommittee recognizes that no matter how many Reserves 
are recruited, adequate facilities are necessary if training is to be effec- 
tive. The Congress recognized this in 1950 when it enacted the 
Reserve Facilities Act which authorized the expenditure of $250 
million for the construction of armories and other training facilities. 
Again, in 1955, the Congress authorized the further expenditure of 
$250 million for this purpose. 

The subcommittee finds that insofar as the National Guard is con- 
cerned there is a requirement, as of this date, for 1,864 new armories. 
Of this number, 848 have been contracted for or programed. This 
means a total of 1,016 should be constructed, which when completed 
in 1960 will bring the total to 2,780. This is considered adequate for 
the increased troop basis of the National Guard which is expected to 
be reached by 1960. Representatives of the Army and National 
Guard Bureau although admitting delays in implementing the pro- 
gram, believe that they are in a position to go ahead with all dispatch. 

In the Army Reserve, there is a need for 2,570 armories. Currently, 
1,374 facilities are being utilized, but these must be broken down into 
3 categories as follows: 812 leased, 392 donated, and 170 armories 
constructed, programed, or under construction. Analyzing the 
donated facilities, there are only 110 which will meet the Army 
Reserve’s ultimate need. Of the leased facilities, only 90 of the 912 
are considered adequate. 

It is believed that more donated facilities can be secured and 400 
such facilities can be obtained which are adequate. In addition, it is 
estimated that 405 adequate leased facilities can be found. This 
leaves a total of 765 armories which are proposed to be constructed 
to meet the needs of the Army Reserve. 

The Air National Guard reports it is proceeding on schedule with 
the phased buildup of its facilities and expects to have them completed 
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in 1958. The Congress appropriated $18 million for Air National 
Guard construction in fiscal year 1956 of which all has been made 
available to the Air National Guard and is being programed. 

On the other hand, such a satisfactory report cannot be made by the 
Air Force in solving its Reserve facility needs. In the first place, the 
Congress appropriated $31,598,000 for Air Force Reserve facility con- 
struction in fiscal year 1956. The subcommittee was shocked to learn 
that with more than 6 months of the fiscal year already passed, only 
about $4 million has been apportioned to the Air Force for this needed 
construction. Although there is undoubtedly a delay in securing 
Department of Defense approval for the entire apportionment of the 
appropriation, certainly a great deal of blame must be placed on the 
Bureau of the Budget which continues to withhold these funds despite 
the fact they are so urgently needed by the Air Force if it is to maintain 
its facility buildup to accommodate its enlarging Reserve structure. 

A nationwide public information program has been initiated in order 
to acquaint the American public with the provisions of the Reserve 
Forces Act of 1955. The magnitude of this program which has been 
undertaken in support of the act is believed to be without parallel for 
any similar activity previously undertaken during peacetime. It has 
as its primary objective to inform every eligible youth in the Nation 
of the service opportunities afforded by the act. Of equal importance 
is the orientation of the more mature segments of the population who 
are youth’s natural advisers, such as parents, educators, religious 
leaders, and employers. Approximately 370 national organizations, 
as well as 351 mayors of the principal cities in the United States have 
been contacted to solicit and support the program. The American 
Legion, the Chamber of Commerce of the United States, the Boy 
Scouts of America, the Selective Service, and other national organiza- 
tions too numerous to mention, are engaged actively in support of the 
act. While the provisions of the act apply primarily to the Reserve 
components of the military services, the National Guard through the 
State adjutants general, is conducting a vigorous recruiting campaign 
to increase its strength. 

Since the enactment of the act, a continuous flow of fact sheets, 
speakers’ guides, TV shorts, radio scripts, and other material has been 
furnished to provide a basis for large scale publicity efforts. Excellent 
response has been obtained from the newspaper, radio, and television 
industries in publicizing the program. While virtually every news- 
paper in the United States has carried numerous articles discussing the 
act, 36 newspapers surveyed from all sections of the Nation carried 
591 articles and editorials favorable to the law as contrasted to 218 
unfavorable. These 36 newspapers, with a combined circulation of 
over 14 million, began their sequence of articles with a ratio of about 
2 to 1 in favor of the law. Since the implementation of the act, the 
favorable ratio has increased to 5 to 1. Extensive coverage has been 
given by local radio and television stations. One Army area reports 
that since August 10, over 17,000 spot announcements and programs 
were presented over 575 stations in the area. This public spirited 
response represents over one-half million dollars in public-service radio 
and television time made available at no cost. As a specific means of 
direct contact, active Army and Reserve personnel have delivered 
thousands of addresses to high school and parent groups. One Army 
area reports 2,680 such speaking engagements to interested audiences, 
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totaling over 300,000. Another Army area reports 500 appearances 
before audiences exceeding 520,000 people. Altogether 6,000 speeches 
have been delivered by Marine Corps personnel to 2,430,000 people 
and Headquarters Marine Corps has distributed to Reserve units 1,250 
TV slides and 975,000 pieces of printed literature for publicity purposes. 


CONCLUSIONS 


The subcommittee does not wish to leave the impression that it is 
entirely pleased with the operation of the act. At the same time, a 
word of caution is offered. It is believed that the Congress and the 
American public should not prejudge the operation of the law before 
it has had an adequate period of time in which to demonstrate its 
work. It is believed that several additional months may be required 
before any definite conclusions may be drawn as to the ultimate suc- 
cess of the program. Manifestly, no conclusions as to success or 
failure, or any point in between, should be drawn before the end of 
fiscal year 1956. For instance, by waiting until July 1, 1956, for a 
complete reappraisal of the operation of the law, we will have given 
the military services ample opportunity to implement the law and to 
educate the American public and particularly the youth of the Nation 
as to its provisions. By this date we should also be able to determine 
what success is being obtained from the 6-month training program 
because it will have given the military services an opportunity to 
recuit the midterm graduates of bigh schools and those persons leav- 
ing high school in June at the end of the regular academic year. 

The subcommittee wishes to point out some specific areas wherein 
it is felt that improvements could be made. 

The subcommittee is not pleased with the progress being made by 
the Coast Guard in implementing the act. Apparently there has been 
a complete change in the planning within the Coast Guard. The 
subcommittee understands that the Coast Guard is a small service and 
has a special mission, but it does not believe that in a few short months, 
since representatives of the Coast Guard testified on the Reserve 
Forces Act, that the mission has changed or that plans require altera- 
tion to the extent that 3 additional years are now necessary to build 
the Coast Guard Reserve to the strength contemplated under the 
Reserve Forces Act. Moreover, the subcommittee is of the opinion 
that the Treasury Department is not now attempting to implement 
the act in accordance with original plans. It is believed that the 
Treasury Department and the Coast Guard should reappraise their 
plans and attempt to implement the 6 month’s training program at 
the earliest possible time and that a return to original planning should 
be made whereby the Coast Guard can be built up to a strength of 
39,000 by 1960 so that the phased growth of the Coast Guard will be 
in keeping with its sister military services. 

The subcommittee finds that it is disconcerting for the Congress to 
appropriate funds for needed Reserve facilities construction only to 
learn that they are held in the Bureau of the Budget and not appor- 
tioned to the military service for use. The progress in building our 
Reserve components is directly related to the facilities which we will 
have in being for it is well known that we do not have enough facilities 
today, let alone the number required for a Reserve of expanded 
strength. Although it is recognized that each military service is 
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in need of additional facilities, it is believed that the Army has the 
eatest need and it is suggested that the needs of the Army Reserve 
; reappraised with the thought in mind of attempting to expedite 
its program, even if such action would require one or more of the 
programs of the military services to be retarded to some degree. 
he subcommittee is not pleased with the Army implementation of 
the program whereby until July 1, 1957, a person released from 
active duty may volunteer for 1 year of Ready Reserve training and 
upon successful completion of same be transferred to the Standby 
Reserve for the balance of his military obligation. The statistics 
show that in the past 4 months, only 257 persons, discharged from 
the Army with a Reserve obligation, have taken advantage of this 
program. The subcommittee earnestly suggests that the Army make 
additional efforts to interest young men who are being discharged to 
enter this program. 

The subcommittee will not pass on the failure to implement other 

rovisions of the act at this time. However, in the next few months 
it is believed that the military services who are accepting enlistments 
for a 2-year period or taking inductees should give full consideration 
to the use of the early release program. 

The subcommittee believes that the drafting of members of the 
Reserve components has been stopped. Initially, this harmed the 
implementation of the act. It is hoped that local draft boards will 
strictly adhere to the Selective Service memorandum which has been 
quoted to this report. 

The subcommittee commends the military services for their efforts 
in publicizing the program. It is believed that nearly all of the 
services are sparing no effort in resolutely looking toward the successful 
implementation of the act. They are tolerating no half-hearted 
efforts and it is believed that no pessimism is reflected in any echelon 
of the military services. 

O 
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FULL COMMITTEE HEARINGS ON H. R. 7993, TO AUTHORIZE CON- 
STRUCTION AND CONVERSION OF CERTAIN NAVAL VESSELS 


Hovust or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., Wednesday, January 18, 1956. 
The committee met at 10 a. m., the Honorable Carl Vinson, Chair- 
man, presiding. 


The CHarrRMAN. Let the committee come to order. 

Members of the committee, the purpose of the hearing this morning 
is to consider H. R. 7993, which is the administration’s shipbuilding 
program for 1956. 

(The bill follows:) 


(H. R. 7993, 84th Cong., 2d sess.] 
A BILL To authorize the construction and conversion of certain naval vessels, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the President is authorized to undertake 
the construction of, or to acquire and convert, the following modern naval vessels: 

One aircraft carrier of about sixty thousand tons. 

One nuclear-powered guided missile light cruiser of about nine thousand tons. 

Four guided missile frigates, each of about four thousand tons. 

Eight guided missile destroyers, each of about three thousands tons. 

Six nuclear-powered submarines, each of about three thousand tons. 

Two escort vessels, each of about fourteen hundred tons. 

One ammunition ship of about eight thousand tons. 

Landing and service craft not to exceed five thousand tons. 

Sec. 2. Tonnage required for the construction of two escort vessels, a total of 
twenty-eight hundred tons, is hereby authorized. Tonnage adequate to con- 
struct the other vessels listed in the first section of this Act has been previously 
authorized by law and these vessels shall be charged against previously authorized 
and unobligated tonnage 

Sec. 3. The President is further authorized to convert, from existing vessels 
of the United States, the following naval vessels: 

One aircraft carrier of about fifty-four thousand tons. 

Two aircraft carriers, each of about thirty-six thousand tons. 

One aircraft carrier of about thirty-seven thousand tons. 

Five guided missile light cruisers, each of about twelve thousand tons. 

One guided missile submarine of about seventeen hundred tons. 

One amphibious assault ship of about thirteen thousand tons. 

One attack transport of about ten thousand tons. 

One seaplane tender of about ten thousand tons. 

Six radar picket escort vessels, each of about fifteen hundred tons. 

Four ocean radar station ships, each of about four thousand tons. 

Sec. 4. The President is further authorized to commence design and advance 
procurement for a nuclear-powered aircraft carrier. 

Sec. 5. There is hereby authorized to be appropriated, out of any money in 
the Treasury not otherwise appropriated, such sums as may be necessary for the 
construction, acquisition, or conversion of the foregoing vessels. 


The CuarrMan. Before we go into that, I think it is important to 
refresh our minds as to the current shipbuilding program for which 
money has already been made available, which is being carried out. 
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I have a brief statement of what it is, and I will read it, and I 
want it put in the record, and we want the country to know what 
we are doing and what we propose to do from here on out. 

Now, listen to this: 

As of January 1, 1956, there were 73 fleet naval vessels being built, 
awarded, or assigned, but not yet under construction, in United States 
yards. 

In addition, there were 15 naval vessels authorized, but not yet 
awarded or assigned, making a total of 88 naval vessels in the current 
building program. 

Some 1,069 service and landing craft, which vary in tonnage up to 
230 tons, are also under construction for the Navy. 

In addition, there were 1,235 service and landing craft authorized, 
but not yet awarded or assigned, making a total of 2,304 such craft 
in the current program. 

Naval vessels and craft are being built in 58 private and naval 
shipyards throughout the United States. Among the 73 naval vessels 
mentioned above, 42 are classified as major combatant ships, such as 
aircraft carriers, including escort vessels in the following types: 

Now, this is what we are bidding now: Forrestal class aircraft, 4; 
destroyers, 10; frigates, 1; escort vessels, 10; guided-missiles frigates, 
3; submarines, 4; nuclear-powered submarines, 6; radar picket sub- 
marines, 2; nuclear-powered radar picket submarines, 1; guided- 
missiles submarines, 1. 

Now, that makes 42. 

Now, the amount of money—all this money has been appropriated. 

Now, this bill provides for 23 combatant ships, at an estimated 
cost of $1,414,662. 

The Department has asked the Appropriations Committee to make 
available $15 million more, or $1,429 million. 

Now, I thought it pertinent to bring us up to date on those facts 
and figures. 

Mr. Rivers. Mr. Chairman, may I ask a question? 

This is $1,429 million for this bill? 

The CuHarrMan. That is in the budget in the Appropriations Com- 
mittee today. They are asking us to carry out this program. 

The first figures I read is the program underway today, which 
money has already been available for. 

Mr. Harpy. What was that amount, Mr. Chairman, that is already 
underway? 

Mr. Keviener. On page 2, of your notes, Mr. Chairman. 

Mr. Rivers. What is the figure on what is under construction? 

The CHarRMAN. Now, the amount that we have appropriated—of 
all money necessary for the program now going on has been appropri- 
ated. The appropriation required for fiscal ’57 is $1,429 million; all 
to carry out the current program has already been appropriated. 

Mr. Rivers. How much is that? 

Mr. Jounson. Mr. Chairman—— 

The CHArRMAN. How much did we appropriate for the current 
program? 

Mr. Rivers. How much are we building now? 

Mr. Kevuener. $2.7, sir. That jis the total program underway 
today. 
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The CuarrMAN. Well, what is the amount that the Appropriations 
Committee appropriated last year to carry out the present current 
program? 

Mr. Kevuener. About $1,319 million. 

The CHarrMANn. About $1.319 million. 

Mr. Kevuener. Last year. 

The CuatrMan. Last year. 

Now, that gives us the information. 

Mr. Rivers. This bill will give us $100 million more than last year? 

The CuarMan. Just about. This bill is about $100 million more 
than was made available last year. 

(The summary of the current program is as follows: ) 


SUMMARY OF CURRENT SHIPBUILDING AND CONVERSION PROGRAM AS 
OF JANUARY 1, 1956 


As of January 1, 1956, there were 73 fleet naval vessels being built, or awarded 
or assigned but not yet under construction, in United States yards. In addition, 
there were 15 naval vessels authorized but not yet awarded or assigned, making 
a total of 88 naval vessels in the current building program. Some 1,069 service 
and landing craft, which vary in tonnage up to about 230 tons, are also under 
construction for the Navy. In addition, there were 1,235 service and landing 
craft authorized but not yet awarded or assigned, making a total of 2,304 such 
craft in the current program. 

Naval vessels and craft are being built in 58 private and naval shipyards 
throughout the United States. 

Among the 73 vessels mentioned above, 42 are classified as major combatant 
ships (aircraft carriers through escort vessels), in the following types: 


peetbeeyetien 25.5252... Mist 16 Js 2564 oie 10 


Forrestal-class aircraft carriers__.._...........-_-_- bie Leech! 4 
( 


ee caeesannc - a maete-s l 
Meme 22ers ue Lue ks JOT Oe EAT Oo ; 10 
Guided-missile frigates_______________--- ay] Ge t98 Mae eS OPE SES fasts 3 
NEE ee ey bet eee See : : go ded iss 4 

) 


a 


Nuclear-powered submarines. - 
Radar picket submarines _ 


' 
1 
' 
' 
’ 
“mu 


) 
Nuclear-powered radar pic ket submarine _ bird ct so midges tthe 1 
Guided-missile submarine___- Ge acess neo ‘ 1 
(0 2 ea be iasodes - a 42 
These 42 ships are being built, or have been awarded or assigned for con- 
struction, in the following yards: 
Number and type of ships: Yard 
i) fy eiekeieas Navy Shipyard, New York. 
i | scsi - Newport News Shipbuilding and Dry- 
dock Co. 
CVA 62. ....................... Navy Shipyard, New York. 
SS a nes New York Shipbuilding Corp. 
DD 932.- - - - _.-.--------- Bath Iron Works Corp. 
O2 ——————— sage es aRsinenae Do. 
fy rr _...----.-----. Bethlehem, Quincy. 
To olin cline mente ir meee Do. 
| ei i eae Do. 
DD 940__- _..-..-----.------ Bath Iron Works Corp. 
Ee cess SS ea ee aos en os Do. 
a tnt idienin esp sbohinin 4 Do. 
DD 043................-.---..-. Bethlehem, Quincy. 
DD 944 : Do. 
DL 6 Rian sivas pices Caan eae Bath Iron Works Corp. 
DE 1021 : é; geared Defoe Shipbuilding Co. 
DE 1022 pegaterts de Do. 
DE 1023 .Stilico sd _.. Puget Sound Bridge & Dredging Co. 


DE 1024. __ eau ween Do. 
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Number and type of ships—Continued Yard 
Se RE . ed catlichn se aen dient Bethlehem Pacific Coast Steel Corp. 
LANAI Da) ae ie i Do. 
ELIS ST SITET TLE OE New York Shipbuilding Corp. 
ff. rs re Do. 
IIIS: sc. cssbavaien dies osha occ eorece aeeiod Do. 
| SRE Fe es Rishi ntk £2) Do. 
Tins oi olitiits chines hin tahini Odea Navy Shipyard, Puget Sound. 
0 Sy Pee Do. 
| A aay Te "F Navy Shipyard, San Francisco. 
OS SES Sea ee ae Navy Shipy ard, Mare Island. 
ET) dc ctsinnea:picecatchonntedetebenaeien Do. 
ae i te ES General Dynamics Corp. 
| RS Mi areas Nee, Navy Shipyard, Portsmouth. 
Se 0. Le censins nae uiienb ee vudes Do. 
Lo | ae OR RR) BE, General Dynamics Corp. 
SRE CS eee eee rs Do. 
I, ctcnneies Sik bin eco Bik cole cababiins Navy Shipyard, Portsmouth. 
5 SR RR Ss ne Serer Navy Shipyard, Mare Island. 
Reeve culo wie. fs cus eeu Navy Shipyard, Portsmouth. 
Ber Mee. scansc nic bail!) aot General Dynamics Corp. 
Seewenieas So béluke sw esti ted. Navy Shipyard, Portsmouth. 
Oy Otitis. ca. wticdaues wulind us Do. 
ret (BGO. bas ch au ees General Dynamics Corp. 


The total estimated cost of the 88 fleet naval vessels being built, or awarded or 
assigned but not yet under construction, or authorized but not yet awarded or 
assigned, is about $2,711 million. The total estimated cost of the 2,304 craft is 
about $74 million, making a total estimated cost of about $2,785 million for all 
naval vessels in the current building program and various craft under construction, 
or authorized but not awarded or assigned. 

In addition to the foregoing fleet naval vessels, 4 tankers, having a total 
contract cost of $27,661,573 are being constructed for MSTS. Seven other cargo 
ee having a total contract cost of $39,355,000, are also being constructed for 

STS. 

All of the money necessary for the program now going on has been appropriated. 
The appropriation request for fiscal year 1957 is $1,429 million. 

The four Forrestal-type carriers now under construction are named Saratoga, 
Ranger, Independence and Kitty Hawk. The sixth carrier, if authorized, will be 
named (not yet designated). 

The average estimated unit cost of the five Forrestal-class aircraft carriers 
authorized to date is approximately $194,279,000. The other major combatant 
ships have average estimated unit costs as indicated below: 


Million 
I Sa ec ek dae $45. 1 
CoO PEIRO® NIN) en oe cin cae re inl eaene em awe ne avs 52. 8 
a a i Oc iinnantsmainaine tn weanle 28. 6 
OR ge.) ee mes Ll re eee ee 11.5 
Nuclear-powered submarines (SSN)-_.._......--.--------------------- 50. 9 
eR ir. Sure Ta a mene nmwnnnnennnnlided 22. 5 
TE ee ee ee 25. 4 
Radar picket submarines, nuclear (SSR (N))-------------------------- 102. 7 


The Forrestal-type carriers take approximately 3 years to build and one will 
be completed in 1956 and one each succeeding year. 

Thirty-one conversions of existing vessels are now in progress. The total 
estimated cost of these conversions is $394 million. Thus the combined total 
cost of the Navy’s current construction and conversion programs, including 
vessels and craft authorized but not yet awarded or assigned, is estimated at 
about $3,179 million.1 However, it is pointed out that only about 65 percent 
of this total remains to be expended. 

The last of the naval vessels now being built will be completed in June 1959 
(CVA-63); except that the SSR(N) 586 has a preliminary planning estimate of 
January 1960. 

Following are completion dates of the four carriers now under construction: 


CVA 60—July 1956. CVA 62—August 1958. 
CVA 6i—August 1957. CVA 63—June 1959. 


1 Exclusive of MSTS. 
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Following are completion dates on frigates, destroyers, escort vessels, and 
submarines now under construction. 
Number and type of ship: 

Destroyers: Completion 
Ne ee eo im wmadiaiemeue Mar. 30, 1956 
ee hc lbclsine mais Aug. 31, 1956 
Ne ee eT ue euwlabeets Oct. 15, 1956 
EES | 2 eee Jan. 15, 1957 
SR ec eee Apr. 15, 1957 
ee ee Mar. 29, 1957 
ROE” ei as ee en Aug. 2, 1957 
reerte ed, oe i ae ee Nov. 29, 1957 
masta yates i SES a aaa a a IP Seat June 30, 1957 
ea neta eden inte eed atau ih einai Oct. 31, 1957 

I ee 1May —, 1959 

Guided-missile frigates: 
eee Ne ee ee ee 1 Sept. —, 1959 
a a a a 1Feb. —, 1960 
a arama Tle ee apatite 1 Nov. —, 1959 

Escort vessels: 
er ae July —, 1956 
aiid Ga ERS Se ee eee eS Sept. —, 1956 
EE EL Se iy ee een enn Apr. —, 1957 
ale Gn «BS Bae cla eelenboe July —, 1957 
a al st ie ee ee ROR Ae aR Ka Ne Apr. 20, 1957 
ea. SRL SERRE. : LR A OS ell July 20, 1957 
ES alee at sein aR Sa rete ge Ae poli eral ott Mee June 27, 1956 
I na Nias i i Aug. 22, 1956 
Ee eee eae tenet etic ae Sto ! Oct. 24, 1956 
cece ne acetlln aape aisbelew ace eatiel |e Oe eptekeca tee poriapespeennmrertioml Dee. 19, 1956 

Submarines: 

TS tae Ei dil ae ls ee trl een wens Feb. 1, 1957 
ec nbioneoetenan Jan. 2, 1957 
a a July 1, 1957 
i ile aaah an eine he Bae bins wid 'chisekiesniew a oe 1 June —, 1959 
ES ie eine a eran eras ‘July —, 1959 
te ee Le dw aninhbib iid athwete Aug. 1, 1956 
EGRET: ce” 1 SESE ce Apr. 1, 1958 
Sa cer lll ote ea aa ea Aug. 1, 1958 
erage ag ea iia ace a ‘June —, 1958 
sie ALR i SN ca, 2 ala a See a aD 1Jan. —, 1959 
! ean iG ONE bene i aceite ihe 1 Apr. —, 1959 
. ee ete oe Sens ewclotaaw Sept. 1, 1956 
a a Dec. 1, 1956 
ee ns mains emmerhin amen 1Jan. —, 1960 


1 Preliminary Planning Estimates. 
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Current shipbuilding program as of Jan. 1, 1956 (new construction) 
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BE See Se Ee nee ee  . . .. ccmen ucts te bkads 2 
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Service and landing craft: | | 
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| YRBM_-22------- eA Mat. 2 
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ee SEL LUCE LTE EIT | Seen acre Fi sendin 
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DPE wi condsadhaanovediee | 113 
Bos. Seer Seer < 949 
| ait 
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| ———————— 
Tel, abrviee at bain Grelt... .......ncconcasccsesccevese ME ee er ese 1, 069 
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The CuHarrMan. Now, of course, members of the committee, you 
understand this: there exists a blanket authorization in tonnage that 
would not make it absolutely imperative that we authorize these 
ships. They could go before the Appropriations Committee and get 
the money, because they have the authority. But I do think it is a 
healthy way to legislate for the House to know what is going on by 
having a bill of this kind. 

Now, we had a similar bill last year, and it at least passed the 
House. It didn’t go through the Senate, because the Senate just 
went on the assumption that the authorization was granted some 10 
or 15 or 20 years ago and so there was no need to do it. 

Mr. AreEnps. Is it your opinion, Mr. Chairman, to try to get this 
through, then, before consideration by the Appropriations Committee? 

The Cuarrman. Yes, sir. I hope to finish this hearing by today 
or tomorrow, if we can, and go over and get a rule and ask the House 
to approve it, just as speedily as possible. 

Mr. Van Zanpt. Mr. Chairman 

The CHarrMan. The reason why—I want to put all this in the 
record. The reason why I read the statement I did was to let the 
House know and the public know what we are doing. 

Now, of course the Appropriations Committee will merely carry so 
much money, and that is all. Unless we get into a very inquisitive 
frame of mind, why, the country would never know what is being 
built out of that lump sum of money. And here is where the country 
should be informed and here is where a justification should be made 
as to the types of vessels and the reasons for it. 

(Chorus of ‘‘Mr. Chairman.’’) 

The CHarrMAN. While someone may say there is no need to do it, 
yet we have plenty of time and it is a good, healthy way to legislate, 
is to authorize it even though we do not have to do it. 

Mr. Rivers. Mr. Chairman, would you have put in the record 
what the aggregate tonnage is under this bill and how much it leaves 
remaining of the original tonnage they have on the books from the 
past Congress? 

The CuHarrMan. All right, we will try to put that in the record. 

Mr. Van Zanpt. Mr. Chairman. 

The CHarrMAN. There is one type of ship referred to in this bill 
that they have no authorization for. This bill provides for two 
escort vessels. 

Now, you have to authorize that, because there is no tonnage in 
that category for two escort vessels. But the balance of the tonnage 
has previously been authorized, as I said. 

Mr. Rivers. That’s right. 

Mr. Van Zanpt. Mr. Chairman. 

As I understand it, then, the tonnages authorized, with the exception 
of the two escort vessels—— 

The CHarrMan. That is right. 

Mr. Van Zannt. The Navy Department is simply extending us 
the courtesy of coming up here and keeping us informed of their 
shipbuilding program. 

The CuHarrMan. Well, I don’t like the word “courtesy.” I think 
it is our responsibility to get all the facts so we will be in a good 
position—— 

Mr. Van Zanpt. Then they are justifying. 
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The CHarrMaAN. Yes, justifying. 

Mr. Rivers. Mr. Chairman, we extended them the courtesy of 
not repealing that previous authority. 

The CuarrMan. Now, members of the committee, the Secretary of 
the Navy was to be here this morning, but he had a very important 
engagement, and I told him to go ahead and fill that engagement and 
we would have him here later on to give us all the facts. 

So therefore the first witness we have this morning is our new Chief 
of Naval Operations, Admiral Burke. We are all acquainted with 
Admiral Burke, a distinguished officer of the Navy, with a grea 
career behind him. 

Admiral, it is a pleasure to have you here before us this morning. 

Just come around, Admiral. 

Mr. Gavin. I note he also has another very able officer with him 
to give him an assist, Admiral Nunn, for whom we have a great 
respect and admiration. 

The CuarrMan. Yes, Admiral Nunn is in the same category. He 
has been with us a long time. 

Mr. Van Zanpt. Mr. Chairman, I see some other capable officers 
here to help the Chief of Naval Operations. 

The CHarrMAN. Admiral Burke, you proceed in your way to inform 
the committee the justification why Congress should act favorably on 
this shipbuilding program as set forth here in H. R. 7993. 

Admiral Burke. Aye, aye, sir. 

The CuarrMan. Now, members of the committee, he has a pre- 
pared statement. I suggest we let him read it without interruption. 

Admiral Burke. Mr. Chairman and members of the committee, 
before starting my statement, I would like to call attention to con- 
fidential tables. One is a prospective inventory of ships showing 
the inventory status of ships as it will be at the beginning and at the 
end of fiscal year 1957. 

The second table is a summary of the capabilities of our attack and 
support carriers projected through 1966, which is another item of 
great significance. 

There may be other tables which you would like, and I will be 
glad to furnish these at your request. 

The Cuatrman. Now, members of the committee—— 

Mr. Suort. But these are highly confidential, Mr. Chairman. 

The CHAIRMAN. Yes. 

Admiral Burke. These are confidential tables, yes. 

The CHarrRMAN. Wait a minute. They haven’t been passed out 
yet. This table is here. Mr. Short has a copy of it, and I have a 
copy of it. 

Now, Mr. Kelleher, give each member a copy of it and then please 
collect it after each member has read it. 

Now, this is confidential. 

Mr. Ke.iener. (Hands copies to members). 

The CuarrMan. All right, Admiral, now proceed with your state- 
ment. 

Admiral Burke. Mr. Chairman and members of the committee, I 
appreciate the opportunity to appear before this committee and to 
present the fiscal year 1957 shipbuilding and conversion program. 

The security of the United States is paramount and a modern 
Navy capable of keeping the sealanes open is an essential element of 
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that security. Shipbuilding is the key to a modern, effective Nav 
in this atomic era. This program is an increment toward this eoal. 

Our Government is a member of the North Atlantic Treaty Organ- 
ization which commits the United States to providing military 
assistance in the area of the world bordering the Atlantic Ocean 
and the Mediterranean. In the Pacific we are a party to the South- 
east Asia Collective Defense Treaty which binds many of the nations 
in the Western and Southwestern Pacific to this system of collective 
security. It is vital to the survival of our own forces base in these 
areas and to our friends and allies that we maintain positive control 
over the seas. We must keep the sealanes open regardless of what 
kind of war may be forced upon us. Our grand military strategy 
must be a forward one wherein the United States projects her military 
power overseas and on to enemy territory. This requires offensive 
naval striking power and free use of the seas, not merely the passive 
defense entailed in escorting convoys through to destination. We 
have no intention whatsoever of withdrawing within the borders of 
the American Continent and fighting the battle here at home. 

The Navy on the sea, under the sea and in the air is the means 
which links us with our overseas friends and allies, and renders 
effective our policy of collective security. 

In order for the Navy to execute the many tasks required of it, the 
most modern ships and aircraft of the kinds and numbers required 
to fight in any kind of war are indispensable. 

Another very important factor has influenced our thinking in 
developing this shipbuilding program. This is the rapid ascendancy 
of the U.S. S. R. to the position of a major naval power second now 
only to the United States. It is the most significant development in 
Soviet grand strategy since World War II. It is obvious that the 
U.S. S. R. has one purpose in mind and that is to prevent United 
States naval forces and shipping from entering the waters surrounding 
Europe and Asia. Her submarine fleet now numbers over 400 of 
which a large percentage are new construction long-range boats. 
In each of calendar years 1956 and 1957, she will commission about 
75 to 85 new modern submarines. Besides this huge underseas fleet, 
she has built more destroyers and cruisers since World War II than 
all the nations of the rest of the world combined. These surface ships 
are modern and incorporate the latest technological equipments. 
They are fully manned in active commission and are continuously 
undergoing rigorous training operations. These startling facts demon- 
strate the important position the control of the seas holds in Soviet 
grand strategy. 

As you are aware, the reserve fleet—the mothballed fleet—has 
served as a source of ships both for augmentation when needed and for 
modernization. The value of these ships for these purposes has been 
diminishing as their age increases and technology advances. The 
point has been reached in many types where either modernization costs 
are too great as compared to new construction costs or their structure 
cannot be modified to employ effectively the latest aircraft, weapons 
or advanced equipment. 

Our reserve fleet ships are no longer as great an asset as they have 
been in the past decade. This applies in a lesser degree to our active 
ships which, in many cases, have been modernized and, in all cases, 
have been improved to meet modern operational requirements. 

71066—56—No. 46——2 
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However, because of the rate of technological advance today, yester- 
day’s or even today’s weapons rapidly become marginal or obsolescent. 
We must drive hard to develop and incorporate new weapons in our 
ships. Delays may be fatal. To insure our survival we must retain 
our sea supremacy. It has been and continues to be our policy to 
accomplish this by the modernization of existing ships to achieve 
economy and speed. When this proves infeasible, we build new and 
more advanced types. If we don’t build new where the old cannot 
be modernized or converted, we very soon create glaring deficiencies 
in the fleet. 

The bill before you contains the fiscal year 1957 annual increment 
of a long-range shipbuilding and conversion program, a program which 
is designed to keep the Navy modern; with the continued capability 
of dominating the seas no matter what eventuality. Every new 
device will be incorporated just as quickly as development, the re- 
sources allotted to the Navy, and the capabilities of industry can 
accomplish this objective. 

The program in this bill places great emphasis on offensive striking 
power, especially naval air striking power. It provides another sub- 
stantial step toward a nuclear propelled Navy which we intend to 
accelerate each year. It provides for the maximum use of nuclear 
and other weapons, and of high-speed jet attack aircraft. It acceler- 
ates our integration of guided missiles into the fleet. 

The attainment of nuclear propulsion in a submarine was one of 
the greatest milestones in the history of naval power. I am sure it 
will take its place alongside of the conversion from sail to steam which 
commenced over a century ago. The design of the Nautilus was a 
major engineering achievement. Her performance has been most 
impressive. She does, however, represent oniy the first step in the 
wide apptication of nuciear propulsion to ships. Nuclear propulsion 
still offers the most spectacular advantages in submarines by greatly 
increasing the power and endurance available for submerged opera- 
tions without relying on storage batteries. In surface ships, however, 
it competes with highly efficient and dependable high pressure steam 
propulsion. Here the gain, while of major importance, is not in speed 
but lies principally in greatly increased endurance and the attendant 
savings in space devoted to fuel and, consequently, the numbers of 
tankers required for mobile logistic support. 

Judging from the Nautilus and the general rate of development, 
I am convinced that a bold program in nuclear propulsion is not only 
warranted but mandatory, in submarines and in surface ships as well. 
That is why the program before you includes 6 nuclear powered 
submarines, 1 nuclear powered guided missile cruiser, and the au- 
thority to commence design and advance procurement for 1 nuclear 
powered aircraft carrier. In my judgment this represents the most 
rapid advance that we can make in this field this year. There 
remain obstacles in design and application which must be surmounted. 
These problems we will solve just as fast as we can. 

In the field of new weapons development guided missiles have 
reached the stage where their rapid integration into the fleet is not 
only justified but mandatory. Maximum progress in this most im- 
portant field is provided in this bill by authorizing the construction 
of 1 guided missile cruiser (also to be nuclear propelled), 4 frigates 
and 8 destroyers and the conversion of 5 light cruisers and 1 submarine 
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to guided missile ships. These ships are urgently needed to improve 
our air defense and offensive striking capabilities. 

The bill authorizes the construction of 23 naval vessels, large and 
small, plus not over 5,000 tons of landing and service craft; the con- 
version of 18 existing naval vessels; the acquisition and conversion 
of 1 Mariner class and 4 Liberty class merchant ships; and the author- 
ity to commence design and advance procurement for the powerplant 
of a nuclear-powered aircraft carrier. I would like to indicate briefly 
the reasons for including the more important items in this program. 


I. NEW CONSTRUCTION 


(a) One attack aircraft carrier of about 60,000 tons: First, let me 
explain the basic factors governing the Navy’s requirement for a new 
construction attack aircraft carrier in this program. Essentially 
there are three such basic factors all stemming from the diminishing 
capabilities and age of our present carriers. 

First, worldwide cold war commitments and mobilization require- 
ments dictate that certain forces be continuously deployed at overseas 
locations to act as deterrents against aggression and, in the event of 
hostilities, that these and additional forces be immediately available, 
and ready, to conduct offensive operations against the aggressor. 
The backbone of these forces is the attack carriers with their embarked 
air groups. 

Second, the rapid strides being made in development of high per- 
formance aircraft. Obviously our aircraft, to be effective, must be a 
match for any aggressor. Failure to pursue vigorously aircarft devel- 
opments which incorporate the latest improved capabilities would 
quickly place us in a dangerously inferior position. Many of these 
developments as you know tend to make our aircraft larger, heavier, 
faster, and more complicated to operate. This in turn generates a 
need for additional capabilities in our carriers. Even as of this date 
our unconverted World War II Essex class carriers, which made such 
fine record then, and again as recently as the Korean action, are incap- 
able of operating many of our latest model aircarft. 

The third basic consideration is the 3-year period required to build 
a modern aircraft carrier, and the limited number of shipyards which 
have the capacity and skilled labor to build this size vessel. 

The carrier as a basic unit in future wars must have the following 
capabilities: 

First, she must have the ability to launch high-performance aircraft, 
and to retrieve those aircraft upon completion of their mission. 

Second, she must be capable of carrying enough aircraft of the proper 
type to control the air in her area of operations—reconnaissance air- 
craft—and above all the medium and long-range attack aircraft to 
deliver the weapons. 

Third, she must be capable of a high sustained speed in order to 
insure both rapid translation of launching sites and relative invul- 
nerability to submarine attack. 

Fourth, she must be able to rearm, refuel, and relaunch aircraft 
within a minimum handling time on deck. 

Fifth, she must be able to carry a vast assortment of naval weapons 


necessary for whatever type of operations she may be called upon to 
perform. 
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Sixth, she must have a useful life expectancy which will justify her 
cost. 

Only by incorporating all of these characteristics can we obtain 
full utilization of the weapons delivery capability of high performance 
aircraft. The carrier contained in this bill, like other ships of her 
class, by a modest increase in size over that of the Midway class 
possesses a much greater operational efficiency. She has an improved 
launching rate, a much better deck-handling rate, a shorter rearming 
time for strikes, all of which adds up to economy by permitting 
maximum utilization of high performance aircraft. 

If conversions in the present budget are authorized, we will have, in 
effect, five degrees of capability among all our carriers (when conver- 
sions in the present budget are completed). 

And the confidential table showing the summary of capabilities of 
existing aircraft carriers which has been handed to the members of the 
committee will be useful in the following couple of pages. 

First is the Forrestal class, five of which have been authorized 
through the fiscal year 1956. 

Mr. Rivers. What is that, the 60,000? 

Admiral Burke. Yes, sir, that is the 60,000-ton ships. 

This class has a capability of operating all present and planned high 
performance aircraft. Conventionally powered carriers of this or 
similar class will not be rendered obsolete by later development of 
nuclear propulsion. These ships will be fully capable of performing 
their mission through their entire useful life. 

Second Midway class conversion (3 ships) 

Mr. Rivers. Is that 45,000? 

Admiral Burkes. Yes, sir; capable of operating all present and 
planned carrier aircraft until 1966, but less efficiently than the 
Forrestal class. 

Third Hancock (27C) class conversion (6 ships) 

Mr. Rivers. What is that? 

Admiral Burke. That is about 37,000. 

Mr. Rivers. Is that between the Essex and the 

Admiral Burks. Those are the converted Essez, sir. 

Mr. Rivers. 36? 

Admiral Burke. By the conversion they are now called 27C and 
have taken the name of the Hancock class, sir. 

Mr. Rivers. I see. 

Admiral Burks. These ships are capable of operating present air- 
craft, but not as efficiently as the Midway class. By 1960, these 
ships will have marginal capability for operating new high performance 
attack aircraft but will still have significant capabilities as attack 
carriers. They cannot be further modified to increase their opera- 
tional capability. By 1965, 9 years from now, they wil! have the 
capability of operating antisubmarine warfare aircraft, and light 
fighters for their own protection, but will not be capable of operating 
the heavy attack or Mach 2 fighter aircraft expected to be available 
then. At that time they will have been operating for more than 20 
years. 

Fourth Oriskany 

Mr. Rivers. What is that, 26,000, too? 

Admiral Burke. Yes, sir. That is a 27A conversion, which con- 
sists of 9ships. This class has marginal capability of operating present 
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attack aircraft. By 1960, this class will have antisubmarine warfare 
and support capabilities but can no longer perform the functions of 
attack carriers. 

Fifth Essex class—unconverted 

Mr. Rivers. 27? 

Admiral Burke. 27; yes, sir—9 ships. 

By early spring, all of this class will be redesignated as support 
carriers for use in antisubmarine warfare. They can continue to 
perform this one function satisfactorily for about 5 more years. They 
are not capable of operating high-performance jet aircraft, including 
most of our present operating models. Even in their role as support 
carriers they will be replaced in the active fleets by the Oriskany 
class as they, in turn, become incapable of operating high-performance 
aircraft. We may well find good employment for these carriers in 
limited antisubmarine warfare work, as helicopter ships, or aircraft 
transports. 

It should be particularly noted in the table furnished you: 

First, when all presently authorized carrier construction and mod- 
ernization is completed in 1959, we will have only 14 carriers fully 
able to operate the advanced naval aircraft of the day. This com- 
pares with the 15 attack carriers we are now authorized to operate 
and which we know are less than the initial requirements for general 
war. Further modernization to meet this deficit is not practicable. 
We cannot allow this deficit to increase. We cannot afford a holiday. 

Second, sometime between 1960 and 1965, 6 of these 14 carriers will 
have only limited ability to operate the new fighter and attack 
aircraft. 

Third, after 1966, we expect only the Forrestal and subsequent type 
carriers to remain fully adequate. ¥ 

We must therefore build a minimum of one new attack carrier per 
year. Only by such a timely and orderly program can we hope to 
provide for adequate strength in the 1960’s. The time required to 
build ships is such that we will have to fight with the ships which are 
well in hand when the fighting starts. 

In this connection, I wish to reassure the committee concerning the 
vulnerability of the attack carrier. No type of surface target on 
land or sea is invulnerable to a successfully delivered nuclear attack. 
The carrier is, however, capable of sustaining a great deal of damage 
and remaining afloat and operable. She can, by reason of her speed 
and freedom of movement, avoid many attacks and minimize the 
chances of success of all attacks against her. Her maneuverability, 
speed, the underwater protection provided in her design, and the 
defensive capabilities of the ships designed to accompany her, make 
her a difficult target for submarine attack. She is capable of launch- 
ing a diversified attack—at long range—against any threat to her 
safety. Sheis not vulnerable to overrunning and capture by an enemy 
force. She will extract as heavy a toll from any enemy as will any 
other class of aboveground target. ; 

Therefore, it is my firm conviction that the inclusion of this ship 
in the fiscal year 1957 shipbuilding program is essential for the fol- 
lowing reasons: 

First, she is—and will remain as far ahead as we can now see—a fully 
competent ship, an important increment of a well-planned program, 
resulting from years of experience and research. She will serve as an 














5322 


important component—for which there is no substitute in sight—of 
one of the principal naval offensive weapons systems. 

Second, any enemy’s chances of successful delivery of an attack on 
her will be lower and his ratio of losses will be higher than against any 
other class of aboveground target. 

Third, her high utilization factor over a long period of years under 
any foreseeable international conditions makes her a sound and 
economical capital investment. 

Fourth, any delay in her construction would result in our inability 
to meet strategic requirements in event of a general war and would 
decrease our deterrent capabilities in a cold war. Delay in her con- 
struction would also necessitate a reduction in our capacity to handle 
high performance aircraft available in the 1960’s. 

(b) One nuclear-powered guided-missile cruiser of about 9,000 tons: 
As previously related, both nuclear propulsion and guided missiles 
are of the highest importance in building a Navy around the new 
technology. This ship marries both of these developments into a 
surface ship. It is an excellent opportunity to develop nuclear power 
in a surface combatant ship and to construct a guided-missile cruiser 
for the first time from the keel up. The completed ship will be capable 
of steaming vast distances without refueling and will make a sub- 
stantial addition to our capability for fleet air defense. Present 
engineering studies indicate approximately an 11,000-ton ship may be 
required to mount the missiles we desire. Therefore, I request that 
the committee change, by amendment, the tonnage in the bill from 
“9 000” to “11,000.” 

Mr. Rivers. How does that tonnage compare with the light cruiser 
now? 

Admiral Burke. Light antiaircraft cruisers are about 9,000. 

Mr. Rivers. I see. 

Admiral Burks. The light cruisers are about 18,000. So she is a 
little bigger than the light antiaircraft cruisers. 

Mr. Van Zanpt. Admiral, does that mean that you are eliminating 
some armament and replacing it with missiles? 

Admiral Burks. This ship will probably have nothing but guided- 
missile armament, sir. 

Mr. Van Zanpt. So that means no turrets, or anything, topside. 

Admiral Burks. No turrets topside at all. 

Mr. Rivers. Now 

The CHarrRMAN. Wait one minute. We will get all the details of 
this when the constructor takes. the stand. 

Go ahead, Admiral. 

Admiral Burke. Aye, aye, sir. 

The next is 4 guided-missile frigates, each of about 4,000 tons. 

The conventional destroyer so essentisl to naval warfare has 
certain limitations when operating with the fast striking forces. 
Stemming from these limitations we have developed the guided 
missile frigate which has the seakeeping qualities to permit high- 
speed operations in rough weather. Equinved with both 5-inch 
54-caliber guns and dual launchers for the “Terrier” guided missile, 
these ships will materially enhance fleet air defense. They will also 
have excellent submarine detection capabilities. 

(d) Eight guided-missile destroyers, each of about 3,000 tons: 
These destroyers, together with the four frigates previously men- 
tioned, are a continuation of the modest replacement program so 
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essential if we are to maintain underage and fully modern destroyer 
types. At the same time every new device to improve their anti- 
submarine warfare capability will be installed. These destroyers 
differ from ones now building in that one 5-inch 54-caliber mount will 
be replaced with launchers for guided missiles. 

(e) Six nuclear-powered submarines, each of about 3,000 tons: 
Submarines have the shortest life span because of the rapid deteriora- 
tion of hull, fittings, and piping. In addition World War II sub- 
marines, the bulk of our underseas fleet, could not be built, at that 
time, for deep submergence. In view of these factors, the replace- 
ment program must be continued on an austere basis to maintain 
the force level of our operating submarines. They will possess a 
potent antisubmarine capability. They will all be nuclear powered 
and will be of a new and advanced hull design. The first of this de- 
sign was included in the fiscal year 1956 program. 

(f) Two escort vessels, each of about 1,400 tons: Mobilization re- 
quirements impose a demand for a large number of escorts for mer- 
chant convoys and the slower naval forces. These 2 escort vessels 
are in addition to 2 in the fiscal year 1956 program and will provide 
for a division of four low-cost prototypes designed to be mass produced 
rapidly from noncritical materials. 

(g) One ammunition ship of about 8,000 tons: This is a continua- 
tion of our long-range program for units of the fast replenishment 
groups consisting of tankers, supply ships, and ammunition ships. It 
is an urgent requirement for mobile fleet support. Our striking power 
is proportionate to our ability to replenish at sea in distant areas. 
This ammunition ship will be capable of rapid replenishment with a 
speed of 20 knots. 

(h) Landing and service craft not to exceed 5,000 tons: These in- 
volve replacements for unserviceable and nonrepairable landing and 
service craft in accordance with an orderly program. One item of 
particular interest in this program is the construction of a 30-knot 
prototype hydrofoil landing craft. Speed is a requisite in future 
landing craft and this design holds great promise in meeting this re- 
quirement. It will replace the 8-knot diesel-powered LCM. The 
attainment of this objective will greatly increase our amphibious 
capability in the landing area. 


Ill. CONVERSIONS 


(a) One attack aircraft carrier of about 54,000 tons: This will com- 
plete the program for conversion of the three Midway class carriers. 
These ships will then all have capabilities approaching those of the 
Forrestal class and will be satisfactory as attack carriers until about 
1965. 

(6) Two attack aircraft carriers of about 36,000 tons and 1 attack 
aircraft carrier of about 37,000 tons: These conversions include such 
improvements as angled decks, steam catapults, modern arresting 
gear, and other modifications to squeeze the ultimate use out of 
World War II carriers for operating the service-proven planes and 
weapons of today. They will become marginal for handjing and 
servicing planned fighter attack and heavy attack aircraft after 1960 
and will at that time have reached the age of 14-17 years. They 
will continue to be suitable for antisubmarine warfare for the remainder 
of their useful life. 
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(c) Five guided-missile light cruisers each of about 12,000 tons: 
These conversions continue to be on austere basis in order to provide 
a spread of guided missiles in the fleet. Three of them will be for 
Terrier missiles and two for Talos. They are essential to attain the 
maximum improvement in fleet air defense in the shortest period 
of time. 

(d) One guided missile submarine of about 1,700 tons: The con- 
version of another submarine for firing and guiding the surface-to- 
surface missile is urgently required to augment the limited capability 
now programed. The guided-missile submarine forms an important 
part of our plans to deliver powerful blows on the enemy. 

(e) One amphibious assault ship of about 13,000 tons: This 
conversion will be made from the CVE-105 class hull, the World 
War II escort class carrier. The conversion will provide the carrier 
with the capability of handling helicopters for lifting troops over the 
beach in an assault amphibious landing. This, together with the 
conversion of the U. S. S. Thetes Bay, a similar type carrier in a 
previous program, provides the nucleus of essential shipping for 
the vertical envelopment concept of amphibious warfare. 

(f) One attack transport of about 10,000 tons: While our primary 
emphasis in this year’s program is placed on striking power, it is 
essential that the backbone of our amphibious force be kept modern. 
For this reason we are converting a Mariner-type hull into an attack 
transport. These ships are particularly suited for this purpose 
because of their speed and cargo capacity. 

(g) One seaplane tender of about 10,000 tons: The conversion of 
one seaplane tender is included in order to provide a seaplane tender 
capable of servicing the P6M Seamaster. Together these units will 
form the primary components of a seaplane weapons system which 
will provide additional striking power. 

(hk) Six radar picket escort vessels each of about 1,500 tons and 
four ocean radar station ships each of about 4,000 tons: These con- 
versions are required to meet the Navy’s commitments for seaward 
extensions of the mid-Canada early warning line and the extension 
to seaward of the contiguous radar coverage of the continental air 
defense program. 


III. ADVANCE DESIGN AND PROCUREMENT 


There is included in this program authorization to commence 
design and advance procurement for critical components of the 
powerplant of a nuclear powered aircraft carrier. I have carefully 
considered this matter in connection with the conventionally powered 
attack carrier included in this program. The investigation has 
clearly shown that the design of nuclear propulsion for a ship as large 
as an attack carrier cannot be completed in time for the ship to be 
laid down during fiscal year 1957. If we were to attempt to make the 
attack carrier in this year’s program nuclear powered, there would be 
an interval of 26 months between deliveries to the fleet of the last 
conventional attack carrier (provided for in fiscal year 1956) and the 
first nuclear powered attack carrier. This is a delay which we cannot 
afford. With design and advance procurement of long lead-time 
items proceeding in fiscal year 1957, we can be assured of suecess in 
laying down a nuclear powered aircraft carrier in 1958 and of having 
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it join the fleet approximately 12 months after the conventionally 
powered CVA provided for in the fiscal year 1957 program. 

In conclusion, I would like to assure this committee that this 
shipbuilding and conversion program for fiscal year 1957 forms an 
essential element of our defense program for security of the United 
States. It emphasizes airpower and guided missiles which is clearly 
in consonance with the stated policy of our Government. I earnestly 
hope that we will have the support of this committee in obtaining 
approval of this program and strongly recommend the enactment of 
this bill. 

The CuarrMan. Thank you very much, Admiral. 

I want to compliment you on the statement because it gives the 
information that the country wants to know about. And I sincerely 
trust that the press will take this statement, because it is full of news, 
important news. There is a $1,429 million appropriation that the 
budget has recommended, and it is the justification for the expenditure, 
and the country will be anxious to know about it. And they should 
know about it. That is the reason this hearing is being held, one of the 
reasons—so the country can keep apprised of what is going on in 
reference to our Navy. 

Now, Mr. Kelleher, will vou please collect from each member that 
table? Before we do anything else, let’s get that off our chest. 

(Mr. Kelleher collects documents.) 

The CHarrmMan. Now, members of the committee, is there any 
questions to the admiral that you have in your mind? 

Mr. Van Zanpr. Mr. Chairman. 

The Cuarrman. Mr. Van Vandt. 

Mr. Van Zanpt. Admiral, is there any differential today in the 
cost of mothballing a ship when you compare it with the original cost 
of construction? In other words, if my memory serves me correctly, 
it was costing us like 1 percent of the overall cost annually to main- 
tain a ship in mothballs. 

Admiral Burke. That is approximately correct, sir. 

Mr. Van Zanpt. It still remains the same today? 

Admiral Burke. It still remains about the same, sir. 

Mr. Van Zanpt. Now, another question I have here: These ships 
that you are building for the radar picket line: I was amazed to find 
that the ships now on station do not have sonar. Would it be pos- 
sible to equip those ships with sonar? I am thinking of a possible 
unannounced attack on the part of Russian submarines with missiles 
on the east and west coast. 

Admiral Burke. Yes, sir; you are speaking now of the Liberty-type 
hulls? 

Mr. Van Zanprt. That is right; ves. 

Admiral Burke. It would be possible, but they have no attack 
weapons now. Their speed is slow and they have no attack weapons. 

Now, it may be possible—we are trying to design a launchable anti- 
submarine weapon. If we can, then we could equip these with sonar 
and it would be profitable. 

Mr. Van Zanpt. My thinking is you have those ships on station 
and we are vulnerable on the east and west coast to a possible enemy 
attack, using missiles of course. Here they are on station. Why not 
equip them with sonar so we have that in addition to aid the warning 
that we must have to prepare for such attack? 
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Admiral Burke. Yes, sir. At the present moment, though, the 
state of the art and the speed of those ships—it wouldn’t be worth 
while. 

Mr. Van Zanpt. That is what I want. In other words, it is not 
practical equipment with sonar? 

Admiral Burke. Not at the moment; no, sir. 

Mr. Rivers. Mr. Chairman, may I ask the admiral a question? 

Mr. Van Zanpt. I have another question, Mr. Chairman, and 
then I am finished. 

Now, this ammunition ship you are building, does that incorporate 
the thinking of Admiral Denebrink whereby: ammunition and other 
supplies can be handled using the latest devices? 

Admiral Burke. Yes, sir. This ship will be a very fast replenish- 
ment ship. It incorporates a lot of new equipment—rolling equip- 
ment. 

Mr. Van Zanpt. Yes. 

Admiral Burke. Devices so that we can replenish very fast at sea, 
and handle heavy loads. 

Mr. Van Zanprt. In other words, this is an ammo job that you are 
building from the keel up? 

Admiral Burke. Yes, sir. 

Mr. Van 7anpt. And will incorporate all of the latest devices in 
handling ammunition and transferring it to ships at sea? 

Admiral Burke. Yes, sir, and the latest types of ammunition. 

The CuarrMan. Mr. Arends. 

Mr. Arenps. Admiral, I wonder if you or some of your associates 
can give us a little information. 

First, let me say this: It was a very informative statement, and | 
am glad it came out in public so we can better translate to some of 
our people back home of the immensity of the programs which we 
have to put in effect. 

Have you an approximate figure in round numbers of what the cost 
of the Forrestal was when completed? 

Admiral Burke. Yes, sir. 

Mr. ArENDs. Does anyone have that? 

Admiral Burke. May I have Admiral Mumma answer that, sir? 

Mr. Arenps. Surely. 

Admiral Mumma. It has not finally been settled, all the charges, 
but it will amount to approximately $199 million. 

Mr. Arenps. $199 million. Then have you any guess on what this 
one at the present time might cost? 

The CHartrMAN. This one is estimated to cost $191 million. 

Admiral Mumma. We are estimating $191 million for this present 
ship. 

Mr. Arenps. Thank you. 

It is hard for a layman back home to understand that we can put 
that much money in a ship, and we have to have the information to 
tell him. 

Mr. Suorr. Mr. Chairman. 

The Cuarrman. Mr. Short. 

Mr. Suorr. At that particular point I might say to the members 
of the committee, that a year ago last September it was my oppor- 
tunity and pleasure to visit the christening of the Forrestal, where the 
distinguished Secretary of the Navy, Mr. Thomas, who is with us, 
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made a very excellent speech. Along with him were other high 
officials not only of the Government but of the shipbuilding company, 
and shortly before adjournment this last summer I again spent 2 or 3 
hours going all over the Forrestal, shortly before her completion, when 
I addressed the Propeller Club for a colleague from Virginia. 

I think it would be most informative and worthwhile if, when 
convenient, when the Forrestal is not far out at sea—she is now out 
with the Atlantic Fleet; when you bring her in here, if the Secretary 
could extent an invitation to the members of this committee to take a 
little trip on the Forrestal, I am sure that we would be furnished more 
ammunition, as we have been furnished here today by the distin- 
guished admiral, to inform our people back home about this mar- 
velous and outstanding aircraft carrier which is today the latest, the 
very latest one. 

The Cuarrman. Mr. Short, may I advise the committee that a few 
days ago I wrote a letter to the § Secretary along that line. 

Mr. Suort. Well, you are usually ahead of the gentleman from 
Missouri. [Laughter.] 

The CuarrMan. The Secretary has already acknowledged it, and 
arrangements will be made not only to visit the Forrestal, but also 
the nuclear submarine. And the letter is already here and we will 
probably ask the committee to go down to Guantanamo or someplace 
down there just as soon as we catch up our work. And he is glad to 
arrange the whole details. It is already fixed. 

Mr. Van Zanpot. Mr. Chairman—— 

The CHarrMan. Now, wait 1 minute. 

Mr. Suort. Well, great men’s minds run in the same channel. 

The CuarrMan. Wait 1 minute. 

Mr. Rivers has a question. 

Mr. Van Zanpr. Mr. Chairman, may I make an observation on this 
particular point? I think we should also visit the guided-missile ship. 

The CuarrMan. We will visit a great many things; since you men- 
tioned the guided missile, when we get the constructor who builds 
these ships, we want to get full information. But a great deal of it 
may have to be in executive session. So let’s try to keep away from 
guided missiles until the Bureau of Ships constructor testifies and then 
we will get some of that information. We may have to, as I say, have 
it in executive session. 

Mr. Rivers. 

Mr. Rivers. Admiral, you say the Russian submarine fleet now 
approximates 400? 

Admiral Burke. Yes, sir. 

Mr. Rivers. And they have built more ships of all categories, 
other than the carriers we have, than all other nations in the world 
combined since World War II? 

Admiral Burkes. Yes, sir. 

Mr. Rivers. Do you know it or can you answer this question, 
before the press? Do you notice a continued material buildup in 
the area of the Pacific? 

Admiral Burke. The Russian Navy is building up in all areas, sir. 

Mr. Rivers. Yes, sir. 

Admiral Burke. They have increased all of their fleets consid- 
erably. With the shipbuilding program such as this, they, I suspect, 
try to balance their fleets the same way we do. 





5328 





Mr. Rivers. Well, I meant in addition to the submarines they 
have and are putting into the Pacific, do you notice an increase in 
the other categories? 

Admiral Burke. In all areas; yes, sir. 

Mr. Rivers. In all areas? 

Admiral Burke. Yes, sir. 

Mr. SHort. Will the gentleman from South Carolina yield at 
that point? 

Mr. Rivers. Yes, be glad to. 

Mr. SHort. One or two figures I noticed in this confidential sheet 
disturbs me a bit. 

At the end of—and this will not reveal, I think, any information 
that should not be. 

At the end of fiscal year 1957 we will have less than half the number 
of submarines that the Russians have today. 

Admiral Burke. Yes, sir. 

Mr. Suort. Less than half. 

Admiral Burke. Yes, sir. 

Mr. SHortr. And we will have really less—we will have fewer 
attacking aircraft carriers at the end of fiscal 1957 than we had at the 
end of fiscal 1956? 

Admiral Burke. I think that is correct, sir. 

Mr. Rivers. You say these ships are fully manned? 

Admiral Burke. Yes, sir. 

Mr. Rivers. With wartime complement capabilities? 

Admiral Burke. They are capable of operating all the time, sir. 
They have no mothballed fleet, sir. 

Mr. Suort. And going under extensive training now? 

Admiral Burke. Yes, sir. 

The CuatrmMan. Now, members of the committee, put in the 
record—this is the cost of each one of these ships. 

One aircraft carrier, about 60,000 tons, the estimated cost, 
$191,420,000. 

One nuclear-powered guided-missile light cruiser will] cost 
$88,673,000. 

Guided-missile frigates will cost $48,824,500 each. 

Guided-missile destroyers will cost $263 million, total. 

Nuclear-powered submarines will cost $47,097,000 each. 

Escort vessels will cost $23 million, total. 

Ammunition ship, $21,751,000. 

Landing craft, $19,601,000. 

Here it is all down here. 

Mr. Jonnson. Mr. Chairman—— 

The CHarrRMAN. One second—yes, sir. 

Mr. Jounson. Could I ask the admiral a question? 

The CHarrMan. Yes, sir. 

Mr. Jounson. As I read your statement there, it is your plan to 
put nuclear power in all of your carriers as quickly as possible and 
also in many other ships. 

Now, how many years do you think it will take to get that program 
carried out the way you have outlined it? 

Admiral Burke. It will take many years, sir. 

Mr. Jounson. Well, would it take over 10 years? 

Admiral Burke. Yes, sir; because to replace our cruisers, for ex- 
ample, that are in the active fleet would take—we would have to 
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build quite a few cruisers in order to replace those with nuclear power. 
We do not yet have the techniques of building a powerplant small 
enough to fit into a destroyer-type hull. When we will be able to 
develop those techniques we don’t know yet. But it will take a long 
time to build enough destroyers with nuclear power even after we get 
the techniques in order to replace our destroyer fleet, sir. 

The Cuarrman. In that connection, I think you are on wise ground. 
Because you say: 

The authority to commence designs and advance procurement for one nuclear- 
powered aircraft carrier— 

I think the members—— 

Mr. Jounson. I want to ask you one more question. 

The CuHarkMAN. Wait one minute. I think the members of the 
Atomic Energy Committee can probably give us information in 
executive session on the experiments that are being made in reference 
to commercial designs of powerplants to be put in aircraft carriers or 
cruisers and things like that. 

But I do think you are on the right track not to hold up this carrier 
until you do develop a powerplant, of nuclear power, before you com- 
mence to build the ship. You build this conventional type of ship, 
and then carry on your experiment witb the nuclear power as fast as 
possible. And just as soon as it has been developed—I don’t know 
when it will be developed—why, we will use it. 

Mr. Jounson. Mr. Chairman, could I ask one more question? 

The CHarrmMan. Mr. Johnson. Pardon me. 

Mr. Jonnson. Does the Soviet Union have nuclear power in their 
submarines? If that is an improper question, I am perfectly willing 
for you not to answer it. 

Admiral Burkes. We don’t know, sir; and any elaboration on that 
I would like to give in executive session. 

Mr. Jounson. Well, that is all right. Mr. Vinson said you had a 
wonderful career behind you, which is true. I think you have a far 
more fabulous and interesting career ahead of you. 

The CHarrmMan. Any further questions? 

Mr. Gavin. May I make an observation, Mr. Chairman? 

The CHarrMan. Mr. Gavin, for an observation. 

Mr. Gavin. I just want to say that in my opinion all of the naval 
shipyards ought to be kept on the alert and ready at all times, through 
the distribution and allocation and building of these ships; that the 
work be distributed around so they would be given an opportunity to 
participate and keep these yards on the alert. 

A great deal of work goes to the west coast, and we would like to 
see a little come to the east coast occasionally. And I speak par- 
ticularly of the Philadelphia Navy Yard. 

The CHarrMan. In that connection, I think it is important to put 
in the record the current program of the 42 ships; where they are 
being built. 

Mr. Price. Any along the Mississippi River, Mr. Chairman? 

The CuarrMan. In looking it over, I see some CVA’s—that is 
aircraft carriers—at New York and Newport News and New York 
and New York and Bath and Bethlehem—— 

Mr. Gavin. Philadelphia 
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The Cuarrman. A few I see in here got as far as the west coast. 
But I will put that in, without reading any long thing. We want to 
put that in and let everybody know it. 

Mr. Doyle. 

Mr. Rivers. We have an amendment that will cure that. 
[Laughter.] 

Mr. Doyue. Mr. Chairman. 

Admiral, I notice your statement that when the construction and 
modernization program now authorized is completed in 1959 we will 
only have 14 carriers. Then you state that, we know that this 
equipment, the 14 carriers, will be less than the initial requirement 
for general war. 

Are you able to state how many carriers you should have initially 
if a general war began? 

Admiral Burke. Yes. 

Mr. Doyte. In other words, what should our Navy have in the 
way of carriers if a general war should come upon us? 

Admiral Burke. I would like to give that, the answer to that, in 
executive session. 

What we need, in general, is a carrier task group on station, ready 
for immediate action in certain critical portions of the world, and that 
requires more than 15 carriers. 

Mr. Doy.e. Well, without any thought of criticism, may I say this: 
It worries me to see that statement and begin to realize that you are 
not asking and we are not providing as many carriers as we should 
have initially. 

Admiral Burxe. Of course we would like to have more carriers, 
sir, as every other service would like to have more equipment, but 
this is a good, sound shipbuilding bill, sir, and this will increase our 
capability in increments year by year. 

The CHarrRMAN. In that connection, has any other Navy airplane 
carriers, outside of a few in the British Navy? In other words, does 
Russia have aircraft carriers? 

Admiral Burke. No, sir; Russia does not have an aircraft carrier 
because she is designing her fleet for a specific purpose. Her fleet is 
designed to—well, first I would like to go back to what our fleet is 
designed for. In order for this United States of ours to win a war we 
must project our military power into the enemy’s territory. We have 
large investments in stockpiles of material, in men, in bases, and 
many other things, all in Europe and in Asia. We have allies who 
are bound to us in an oceanic confederation, by the sea. They are 
allied to us because we can support them by sea. 

We have to use the seas in order for us to not only win a war but to 
support our allies. We must use the seas. 

Russia on the other hand does not have to use the seas herself. 
And so for what purpose is she expending all of this steel and money 
and skilled labor in this tremendous shipbuilding program? 

She is doing it in order to deny us the use of the seas near Eurasia. 
She is not building a high seas fleet for combat in the middle of the 
ocean. She is building a fleet and types of ships that can prevent us 
from operating—that she hopes she will be able to prevent us from 
operating off her coasts, so that our attack forces cannot get into an 
attack position. Because she realizes the power in those carrier 
attack forces. And she is also building her forces to prevent our 
merchantmen from reaching the Continent and Asia. 











5331 


The Cuarrman. In other words, she is building her fleet to deny 
us the support of our allies in Europe and in Asia? 

Admiral Burke. Yes, sir; that is my belief, sir. 

The Cuarrman. And to keep our merchant ships from delivering 
goods in those countries? 

Admiral Burke. And from our attack forces 

The CuarrmMan. And keeping us from being able to enter those 
countries? 

Admiral Burke. Yes, sir. 

The Cuarrman. And our fleet is built on an entirely different plan? 

Admiral Burke. Yes, sir. 

The CuHairMan. Our fleet is built to protect our allies, to have com- 
plete control of the seas, and to deliver our goods and men wherever 
our allies need them? 

Admiral Burke. Yes, sir. 

The CuarrMan. Is that right? 

Admiral Burke. That is correct, sir. 

The Cuarrman. I think that is highly important. And we are glad 
to get that information, as to the theory and the policy for which we 
build a Navy and the policy on which Russia builds a navy. 

Mr. Price. Mr. Chairman. 

The CHarrMan. Yes. 

Mr. Price. I would just like to ask a question, bearing on the 
question asked by the gentleman from California, Mr. Doyle, relating 
to Admiral Burke’s statement, which was also a little disturbing to me. 
On page 9, in which you say that you know the 15 attack carriers that 
you mentioned here which you are authorized to have, to operate; 
are less—you make a specific statement—than the initial requirements 
for general war. 

I would be a lot happier if the Navy came up here and told us what 
the minimum of attack carriers were that you could meet the challenge, 
the initial challenge in a general war. You know these are less than 
the initial requirement. 

Admiral Burke. Yes, sir. 

Mr. Price. And I personally would like to see the Navy tell us 
what they think the minimum requirements are to meet the initial 
challenge. 

Admiral Burke. I would like to give you that figure 

Mr. Price. I certainly would like to have it. 

Admiral Burke. In executive session, sir. 

Mr. Price. I would like to see our military leaders tell Congress 
what they believe to be the minimum requirements to meet an attack 
in the initial phases of a war and then let us decide whether we can 
afford to give them to you or not give them to you. 

But I think vour obligation is to tell us what the minimum needs 
are, and the maximum needs, both, and then let us have the respon- 
sibility for giving them or not giving them. 

Admiral Burke. Aye, aye, sir. I can give you that data in execu- 
tive session, sir. 

Mr. Price. I would like to have it. 

The CHarrman. Any further questions? 

Mr. Van Zanpt. Mr. Chairman. 

The Cuarrman. Mr. Van Zandt. 
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Mr. Van Zanpt. Admiral, is it not true that the Congress has 
granted your request, the request of the Navy Department, for the 
construction of carriers from time to time? 

Admiral Burke. Yes, sir. 

Mr. Van Zanpr. In other words, we have given you all you have 
asked for? if 

Admiral Burke. Yes, sir. 

Mr. Van Zanpt. Very well. Thank you. 

The Cuarrman. Mr. Cole—— 

Mr. Price. The point, though, is 

The Cuarrman. Let’s go around the table, now. I will see that 
every member has an opportunity to question the admiral. 

Mr. Cole. 

Mr. Coxe. I would like to ask Admiral Mumma what was the 
estimate of cost of the Forrestal, the original estimate of the cost. 

Admiral Mumma. It was originally estimated at over $200 million. 

Mr. Coie. How do you account for the actual cost being under 
the original estimates? It is rather unusual, isn’t it? 

_ Admiral Mumma. No, sir. As a matter of fact, we find that that 
is scattered throughout our shipbuilding program, particularly in 
more recent years. We have expected increased cost of steel and 
increased cost of manpower to have adversely affected the cost, but 
we find that they have not crept up as rapidly as we had suspected 
they would. 

_ Mr. Coxe. So your experience in estimating ship construction now 
is fairly reliable? 

Admiral Mumma. Yes, sir. 

Mr. Coxe. Admiral, with respect to the guided-missile atomic 
ship, I frankly am not very greatly impressed with the advisability 
of it. You in your statement indicated that it was needed because 
of the endurance. Well, endurance in a guided-missile ship is no 
more needed, is it, than in any other kind of combat vessel? 

Admiral Burke. That is correct. 

Mr. Coxe. That factor is essential, highly desirable, in any type 
of ship. 

Why I feel it is unwise is because I feel rather certain by the time 
it is completed the reactor part of it, the atomic propulsion part of 
it, will be obsolete. We are now engaged, at the request of the 
Navy, in studies to find out the best way of building reactors for 
large ship construction, and that is what this guided-missile ship will 
be. It is true it isn’t as large as the carrier, but the atomic propulsion 
of the carrier will be a multiple of the reactors which would be usable 
for a ship of this size, of the guided missile. And those studies will 
not be completed for another couple of years. Undoubtedly by then 
we will know a whole lot more about the best way of surface craft 
propulsion, better than we know now. 

I am curious to know why it is you singled out—if there is any 
reason why you singled out—the guided-missile ship as being the first 
one to which you would adapt atomic energy. 

Admiral Burke. Yes, sir. It is true that the powerplant that will 
go into this ship will—probably by the time this ship is completed 
we will be able to design a better atomic plant because rapid progress 
is being made. But we also will gain—sooner or later we are going 
to have to have a ship with nuclear power in order to gain operating 
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experience with that, and we are now far enough advanced so that we 
know that the powerplant that will be in this ship will be a good 
powerplant. 

Mr. Cousz. The operating experience for the reactor can be gained 
from the Nautilus, the undersea craft, the experience of operating the 
reactor. You don’t need to operate it on the surface in order to get 
that experience. 

Admiral Burke. In order—the reactors are different. They are 
bigger reactors and there will be some differences in the operation. 

Mr. Coxe. Yes, true, and the reactors of each of the submarines 
are going to be different. 

Admiral Burke. That is right, sir. 

Mr. Cour. My point is, you are getting experience in reactor opera- 
tion from the underwater craft and you don’t need to build a ship 
atomically propelled in order to get experience in the operation of 
the engine part. 

Admiral Burke. That is true. We would get some experience, but 
we will get more experience, I think, in operating surface ships than 
we would in an underwater ship. 

Now, the other thing is that in order to build a powerplant and get 
it finished, we will have to start building it sometime. It takes so 
long to build a ship that by the time the ship is completed there are 
always new advances which you wish you could have incorporated, 
could have thought of when you designed the original ship. 

Mr. Coun. That is true with anything. 

Admiral Burke. That is true with anything, sir. 

Mr. Coir. Why did you select a guided-missile ship? 

Admiral Burks. We selected a guided-missile ship because we 
wanted a ship that could operate independently. 

Mr. Coir. Well, do you anticipate a guided missile ship would? 

Admiral Burknr. She might. With improvement in guided missiles 
that come along, she might be able to defeat any air attack or any 
submarine attack which can be launched against her. She will have 
ASW capability. She will also have an air-defense capability. And 
if we are fortunate and can design—can get good enough in our guided 
missiles, she might be able to operate independently. 

Mr. Core. Well, if the general thinking in the Navy is along that 
line, that this guided-missile ship can operate independently, then my 
misgivings are greatly mollified. 

Admiral Burke. We aren’t sure of that, sir, but we hope we might 
be able to. That is the reason why we chose guided missiles. 

The Cuartrman. To clear that up, then, Mr. Cole, you don’t raise 
the operation of it? 

Mr. Coxiz. Well, there were 2, 2 factors. One is until we have hit 
on what appears to be a reasonably practical atomic engine, it seems 
to me unwise for us to start atomizing our Navy, because no one vessel, 
even atomically equipped, is stronger than the accompanying support 
vessels, 

Admiral Burke. That is true, sir. 

Mr. Coxs. But with a submarine which operates independently 
and doesn’t have to go out in a task force, then it is a matter of great 
importance, the endurance, the range, and so forth. Then there is 
also the factor of the study in the art of reactor development, which 
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isn’t sufficiently progressed to my mind to be wise for us to start on 
this at this time. 

Admiral Burks. Well, sir, we would like to replace our ships im 
greater quantities at faster rates, but it is just not feasible. 

Mr. Coir. What part of the $88 million represents the cost of the 
reactor, Admiral? About half of it? 

Admiral Mumma. We only have an estimate on that. It is some- 
where in the vicinity of $20 million of that ship which is reactor and 
powerplant cost. 

The Caarrman. I think this—— 

Mr. Rivsrs. Let me ask something there 

The CuarrMan. Wait. This is a very important question, in view 
of the source it comes from. Because Mr. Cole is former chairman 
of the Joint Committee on Atomic Energy, and the average layman 
and the average Member of Congress only knows in general terms 
about nuclear power. 

Here the Department comes in and says one nuclear-powered 
guided missile cruiser of about 9,000 tons. [Reading.]} 

As previously related, both nuclear propulsion and guided missiles are of the 
highest importance in building a Navy around the new technology. This ship 
marries both of these developments into a surface ship. It is an excellent op- 
portunity to develop nuclear power in a surface combatant ship and to construct 
a guided-missile cruiser for the first time from the keel up. The completed 
ship will be capable of steaming vast distances without refueling and will make a 
substantial addition to our capability for fleet air defense. Present engineering 
studies indicate approximately an 11,000-ton ship may be required to mount the 
missiles we desire. Therefore, I request that the committee 

Do I understand, Mr. Cole, then, you are questioning the thought 
that we should get away from a conventional type and should not 
go into the nuclear power? 

Mr. Cote. No, no. It is only I feel it is premature, their proposal, 
to actually construct a surface type combat vessel, and it is premature 
by a matter of perhaps 2 years. 

However, I am not opposed to it. I just say I have great doubts 
about the wisdom of putting $88 million in a vessel which admittedly 
when it is completed is not going to be as good as a vessel would be if 
you waited a couple of years, and which might cost considerably less. 

Mr. Sort. Yes. Mr. Chairman, it seems the chairman brought 
out the fact that we should go ahead and build this conventional car- 
rier. But we have to start sometime on this atomic propulsion. 
Perhaps we shouldn’t wait 2 or 3 years. It would be fatal. You 
can’t wait until you get perfection before you build any type of vessel. 
You have got to have a starting point. And while it might prove to 
be disappointing, Mr. Cole, to build this guided-missile ship, I think 
the Navy has already learned from experience that the atomic-pro- 
pelled Nautilus turned out much better than they anticipated. 

I think we should speed up this program. And I think as the 
admiral said in his original statement, perhaps the greatest progress 
that will be made in the coming year or the year following will be in 
this field. 

Mr. Rivers. Mr. Chairman— 

Mr. Suort. Of course I do not have the knowledge that Mr. Cole 
possesses or these other members of our committee who sit on the 
Atomic Energy Committee. 
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_i think it might be helpful, Mr. Chairman, when we go into execu- 
tive session, to hear Mr. Cole, Mr. Van Zandt, Mr. Price, Mr. Kil- 
da 





he CHAIRMAN. Yes. 

Mr. Coxe. There is no reason why we can’t discuss it in open ses- 
sion. I quite agree with you that we should accelerate our programs 
as much as possible, but I would point out to you that we have ap- 
propriated something like $70 million to find out the best way of 
propelling surface ships with atomic energy. 

Now, from my viewpoint, along the line of accelerating the program, 
we might better step up that study so we can find out what the 
products of that investment are going to be, rather than for us now to 
not pay any attention to those studies and start building. 

The Cuarrman. Mr. Cole, as pointed up by Mr. Short, we have the 
submarine. We know what its powerplant will do. 

Now, why not go ahead—you have to spend money for the experi- 
ment. You just as well spend money for the actual development as 
to keep it on the blueprints all the time. Go build something and then 
see—you can’t wait. Go build it. Ifit doesn’t meet our expectations, 
we are constantly working on it and—that was the history of our 
development. That was the history of everything in this country. 
They built something and as time went on, as they saw it could be 
perfected; they perfected it. But you have to start. And you just as 
well start, even though you may not be right up to what you would 
like. But you have got to start some time. And you certainly know 
that it can be developed, because it has already been developed in 
the submarine. And it might be possible to develop it in an 11,000-ton 
ship of this character, to put the powerplant in there. And if it doesn’t 
meet all of your expectations, we just continue on the work until it 
meets your expectations. You just can’t keep things on the blueprint 
stage all the time. 

Mr. Van Zanpr. Mr. Chairman, would the gentleman yield? 

The CuarrMAN. Wait 1 minute. I am going around the table now. 

But I am a little bit disturbed, since Mr. Cole raised the point, in 
view of his knowledge of this subject matter, and we will take this 
up in executive session and have a frank discussion as to whether or 
not we should—because here we are commiting the Government to 
go ahead and spend the money and build a nuclear-powered guided- 
missile cruiser and we want to be absolutely on the right line as far as 
information is available to us that that is the proper thing to do. 

Mr. Van Zanpr. Will the Chairman yield at this point? 

The CHarrMan. Yes. 

Mr. Van Zanpr. May I ask the admiral a question, which I think 
will clear up the discussion, clear up the points here? 

Is it not true that you are going to build this guided missile cruiser 
as a prototype? 

Admiral Burke. Yes, sir. 

Mr. Van Zanpr. Is it not true that you have to have experience 
first in the installation of the atomic powerhouse, the type of gears, 
the type of shaft, the type of propellers, and so forth, and the experi- 
ence that you gain from this prototype will then be built into the 
nuclear Forrestal type of carrier? 

Admiral Burkes. Yes, sir. But I would like to have Admiral 
Mumma explain what he expect to do. 








5336 


Mr. Cots. You are doing that in the land base prototype. You 
are doing the same thing. So don’t base this other one on the prin- 
ciple of experience and experiment. You are building the land base 
prototype. 

Admiral Mumma. It is true, as Mr. Cole says, that the land base 
prototype serves as the father for both of these projects, particularly 
in the reactor field, but they are offshoots of a slightly different type. 
On this we hope to get decreased weight and space to head in the 
direction of smaller vessels and we can accept larger weight and 
space penalties in the case of the carrier. 

There is one very essential point in the building of this ship, and 
that is the fact that it makes available at sea in a surafce ship the 
earliest possible completion of a nuclear plant. 

This has several advantages. In the first place, it consolidates 
and digests the information from the land base prototype at Arco, 
and it gives us greater security in our judgment that we would be 
doing right in building a carrier, possibly in next year’s program. 

So it moves us along the development road and gives us additional 
security in making that decision. 

Mr. Van Zanprt. Admiral, isn’t this true, that the problems you 
encountered in installing the atomic powerhouse in the hull of a 
submarine is a little different when you install the powerhouse in the 
hull of a cruiser? 

Admiral Mumma. Just to give you a rough order of magnitude, in 
the submarine you have four power transformations take place, all 
of equal size and complexity—the diesel engine, the generator, the 
battery, and the motor. 

In a surface ship you have only two transformations—the boiler 
and the turbine. 

So that actually you can build a lighter surface type plant than 
you can a submarine plant. So nuclear power automatically com- 
peted with its slightly heavier weight because of shielding and other 
things earlier with the submarine with its 4 transformations than it 
does with the surface ship with 2 transformations. 

But we have examined the whole question very critically, and we 
have come to the conclusion that we are ready to go into the surface 
applications with confidence that we are going to come out with a 
satisfactory ship not only from the powerplant point of view but from 
seakeeping and guided missile point of view. 

Mr. Cote. Mr. Chairman, I don’t want to be misunderstood. I 
do certainly doubt the wisdom of it. But certainly I am not going to 
put my judgment against the experts in the Navy, ship constructors, 
who are far better informed on the technicalities and technology of 
atomic energy than I. 

The CuarrMan. I will say that last statement makes me feel good. 
So we will go on around the table and ask the questions. 

I am glad that is out. 

Mr. Coxe. Obviously, as usual, I have not made myself clear to the 
chairman. I indicated at the very beginning I only entertained 
doubts about the wisdom of it, and I still do. 

The CuarrmMan. Anyhow, I was disturbed, and I think every 
member of the committee had a right to be disturbed, on account of 
the position you occupy. 

Mr. Coxe. You give me credit for a position I don’t have. 
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The Cuatrman. Anyhow, it is all cleared up now. We are going to 
build this guided-missile ship. 

Mr. Gavin. Let’s go on. 

The CuatrmMan. Wait. I am going around the board and ask every 
member. 

Mr. Rivers, have you any questions? 

Mr. Rivers. Yes. 

In view of Mr. Cole’s very enlightening discussion, do we take it— 
and we consider Mr. Cole an authority in this atomic field. We do, 
whether he does or not. We take it as a pleasant surprise that you 
have experienced with the Nautilus that as of now you consider the 
Nautilus atomically speaking to be an obsolescent ship? 

Admiral Burke. The new ships—the new submarines in this pro- 
gram will be much better than the Nawtilus, sir. 

Mr. Rivers. So far you have had this magnificent experience. 
Therefore you regard it on the way out and you are going to use and 
incorporate naturally these experiences in a new type of underwater 
craft, and you are going to obviate a lot of mistakes you encountered 
in the Nautilus. It is really obsolescent. 

Admiral Burke. Yes, sir. 

Mr. Rivers. Will you have any savings in size and weight? 

Admiral Burke. Yes, sir. These new ships will be somewhat 
smaller. But the big difference will be in their operating capability. 
These new submarines we expect to have better underseas operations 
capability than the Nautilus. 

The Cuarrman. Thank you very much. 

Mr. Rivers. I am glad to hear that. 

The CHarrmMan. Mr. Johnson, any questions? 

Mr. Jounson. No. 

The CHatrmMan. Mr. Hardy, any questions? 

Mr. Harpy. No. 

The CHarrmMan. Mr. Gavin, any questions? 

Mr. Gavin. I haven’t any questions, but I quite agree with my 
friend, that the Navy should come up with 1 program to build a maxi- 
mum, nota minimum. Because I think we ought to build the great- 
est Navy that this Nation has ever had, to be able to meet any de- 
mands that are made upon us at any time, any place, anywhere in the 
wo-ld. But we do-’t seem to have that kind of a program that reaches 
the peak. We are moving along toward the peak. But I think you 
ought to increase this program. 

I think we ought to have a great strength in the Navy. We are 
dependent upon the Navy. It doesn’t appear that we have reached 
the maximum strength, that we are coming along to it. That is the 
way I feel about it, Admiral, that we ought to have a great Navy, a 
strong Navy. We have, there isn’t any question about it, but it seems 
to be that we haver’t reached what you think we should have to meet 
the demands in the event we should suddenly be catapulted into an 
emergency. 

The CHatrMan. Mr. Lankford? 

M:. LAnKForp. No questions. 

The CHArrMAN. General Devereux? 

Mr. Devereux. I would like to congratulate the Navy in taking 
om position of modernizing their ampbibious forces as contained in 
this bill. 
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Admiral Burke. Thank you, si. 

The Cuarrman. Mr. Winstead? 

(No response.) 

The Cuarrman. Mr. Van Zandt? 

Mr. Van Zanpr. I have one question, Mr. Chairman. 

Is it not true that in the field of mine warfare you have found it 
ott pe cat af to discard the steel hull and go back to the old wooden 

Admiral Burke. Yes, sir. 

Mr. Van Zanpt. Are you incorporating that thinking in the 
construction of any of these new ships? 

Admiral Burke. I would like to turn that over to Admiral Mumma, 
to make sure. 

Admiral Mumma. In those mine vessels we have reached just 
about the limit of wooden construction, si-. 

Mr. Van Zanpr. But that will only apply to mine layers and not 
to any of the destroyer escort type, and so forth? 

Admiral Mumma. That is correct, sir. 

The CuarrmMan. Mr. Price? 

Mr. Price. No questions. 

The Cuatrman. Mr. Fisher? 

Mr. Fisoer. Admiral, speaking ot the guided missile ship, launching, 
exactly what is being done or what has been done about using sub- 
marines for the purpose of launching guided missiles? Is that sort 
of thing well developed? 

You read in the paper about the Russians probably approaching 
our shores and launching guided missiles from submarines and things 
of that kind. What about that? 

Admiral Burke. We have submarine—we have missile-launching 
submarines. They are good. We have one in this program, a missile 
submarine. There are many advantages of course in having a sub- 
marine that is capable of launching missiles—the stealth with which 
she can approach the launching position, the ease she can submerge 
afterward and perhaps avoid an attack, the moving position. There 
are many other advantages. The big deficiency in a submarine is 
her ability to carry large numbers of missiles. But we have a capa- 
bility. And we have no reason to believe that the Soviet Union 
could not have the same capability, or anybody else, if they wanted 
to devote themselves to it. We presume they have. 

Mr. Fisuer. I was just wondering in the future, projecting yourself 
into the future, if more emphasis should be placed on launching from 
the submarines than surface craft. 

Admiral Burke. Well, sir, naval warfare is a warfare of many facets 
and you have to be able to defeat all of the threats against you. You 
have to have that capability. It is like a man living. A man has 
to breathe, he has to eat, he has to do many things in order to live. 
The most critical thing at any one time depends upon the threat that 
exists at that time. And the same thing is true with naval warfare. 
In order to fight at sea you must be capable of doing or meeting any 
threat which can be launched against you. That is why it is so 
difficult. 

So it may be that in the future we will have more and more emphasis 
on submarines. 
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On the other hand, if we or anybody else in the world finds a method 
that will kill submarines easier than now, then the submarine effort 
will diminish and the other—there will be accent on other warfare. 

So we must be very careful that we emphasize those things which 
are important now, and yet not emphasize them to the exclusion of 
other types of warfare with which the enemy may surprise us. 

The Cuarrman. Now, Admiral, the question raised by Mr. Fisher 
to my mind is very important, and I would like to get a little bit more 
information. 

Then I understand from what you said you do have in the fleet 
today submarines from which you launch guided missiles; is that 
correct? 

Admiral Burke. Yes, sir. 

The CuarrmMan. And, so we'll all know, how long has that been 
going on? 

If there are any questions I ask you shouldn’t answer on account of 
secrecy, then don’t hestitate not to answer it. 

Admiral surKE. It isn’t secret. In my memory it has been about 
2 years. 

The Cuarrman. All right, then it has been going on for some time? 

Admiral Burke. Yes, sir. 

The CuarrmMan. And it has proven satisfactory? 

Admiral Burke. Yes, sir. 

The CuarrMANn. Now, are you in position to tell the committee or 
is it proper to tell the committee what guided missile you use; what 
is the name you are using now? 

Admiral Burks. The guided missile we are using now is the 
Regulus. 

The CuarrMan. What? 

Admiral Burke. Regulus. 

The Cuarrman. And that has been going on for some time? 

Admiral Burks. Yes, sir. 

The Cuarrman. And the tests in the services are highly satis- 
factory? 

Admiral Burke. Yes, sir. 

The CuarrMANn. Do you think it is a feasible addition to put on a 
submarine? 

Admiral Burke. Yes, sir. 

The Cuarrman. Mr. Bray? 

Mr. Bray. Admiral, referring to your earlier statements regarding 
the buildup goal of the American Navy in contrast to that of the 
Russian Navy, did I understand you to say that there was no evidence 
from the Russian naval buildup that they were contemplating any 
invasion of the United States? 

Admiral Burke. Approximately; y ves, sir. What I-—— 

The Cuarrman. Wait. Let’s get the question. I couldn’t catch 
the question you asked. 

Mr. Bray. Will you read the question? 

(Question read.) 

The Cuarrman. I see. 

Admiral Burke. In my opinion the type Navy that Russia is 
building i is for the purpose of denying the control of the seas, denying 
thejusefof the seas to the United States and allies, particularly near 
Eurasia. 
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Of course, her long-range submarines will be used all over the 
world, but her naval air which is very good, shore-based naval air, 
her mining techniques, are in my opinion designed for the purpose of 
denying us the use of the seas in Eurasia. 

The CHarrMan, Well, at the same time—may | interpose this: 
At the same time you can’t merely say that the Russian Navy is a 
defensive navy. It is an aggressive navy as well as a defensive navy. 

Admiral Burke. Yes, sir. 

The CuarrMan. That is right. 

Admiral Burkes. It is aggressive, and to cut us off from our lines. 

The Cuarrman. The Russian Navy is not just merely built for the 
purpose of defense. It is as aggressive as our Navy can be, because 
it has the capacity to travel all over the seas of the world. 

Admiral Burke. Yes, sir. 

The Cuarrman. Is that correct? 

Admiral Burke. It has the capacity; yes, sir. 

Mr. Suorr. But the primary mission is a bit different. 

The CuarrmMan. That is right, the primary is a little different. 

Mr. Suorr. That is right. 

Mr. Bray. That is my question. 

The Cuarrman. Mr. Huddleston? 

Mr. Huppuestron. Thank you, Mr. Chairman. 

Admiral, in your very comprehensive statement a few moments 
ago you stated that the Soviet Union will commission 75 or 80 modern 
type submarines each vear. 1 was wondering if those submarines — 
you mentioned they were of a modern type—were nuclear-powered 
submarines or what percentage would be guessed would be nuclear 
powered, and also the question has arisen as to what extent are they 
utilizing guided missiles on their submarines. 

Admiral Burke. So far as we know, they have no nuclear-powered 
submarine in operation now. However, we have learned from 
experience that Russia has not been far behind us in other develop- 
ments, and there is no reason why she should not have nuclear power. 
She does have nuclear power shore establishments, I mean shore power 
stations. She has demonstrated that. 

Mr. Hupptestron. You don’t have any information that she has 
commissioned any nuclear-powered submarines? 

Admiral Burke. Beg your pardon? 

Mr. Huppiesron. You don’t have any information that she has 
commissioned any nuclear powered submarines, have you? 

Admiral Burke. No, sir. As far as guided missiles are concerned, 
it is more or less in the same category. There is no reason why she 
should not have. In her papers, that is, her regularly published news- 
papers, they stress missiles, in Pravda. 

The CuarrmMan. You see, we don’t want to get in the position that 
we know it all and nobody else knows anything. Whatever we can 
do, somebody else can do. 

Mr. Rivers. Amen. 

The CuHarrMan. Mr. Wilson? 

Mr. Witson. Admiral, in this buildup you spoke of the Soviet 
Navy; is there any evidence that they are increasing their shipbuild- 
ing capacity? 

Admiral Burke. Yes, sir. Immediately following World War II 
the Soviets had a very small shipbuilding capability. We know from 
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what they have built and what they have shown the free world, that 
they have a considerable shipbuilding capability already. 

e believe that that shipbuilding—we believe the rate of increase 
of their shipbuilding capability is continuing. 

Mr. Wixson. In other words, they are increasing the number of 
shipyards and ways? 

Admiral Burke. Yes, sir; we think so, sir. 

The Cuarrman. Mr. Bennett? 

Mr. Bennett. I have no question, but I would like to join with 
others who have made the observation; I hope the branches of the 
service will in the future bring us their actual recommendations for 
what they actually need rather than just something short of that. 

Admiral Burke. Yes, sir. 

The Cuarrman. Mr. Nelson? 

Mr. Netson. Admiral, are you going to build the guided missile 
destroyers in naval yards or in private shipyards? 

Admiral Burke. Well, they will be built in accordance with the 
Vinson-Trammell Act. And I would like to turn the question over 
in detail to Admiral Mumma, sir. 

Admiral Mumma. We have three destroyer type ships, called 
frigates, in the 1956 program they are building at naval shipyards. 
There are 2 in Bremerton and 1 at San Francisco. 

Mr. Netson. And have you determined on any policy with regard 
to the eight guided missile destroyers? 

Admiral Mumma. We have not determined the distribution of 
such ships at the present time. It would be a little premature, | 
believe, to have determined that before the Congress had approved 
the program. 

The CHarrMan. Now, in that connection, I think it is highly 
important when we take the constructors to testify to let them know 
our policy; that is, the policy of the Congress is 50-50, half in in- 
dustrial yards and half in private vards. But I certainly hope that 
there will be a better distribution of this Navy work. We have great 
navy yards up and down the Atlantic coast and the gulf and on the 
Pacific. With a billion-dollar program here, I hope some of it will 
fall into some of the areas that are a little vacant today. And I 
will go into that in detail, because we want to disperse it as much as 
possible. We must keep the art of shipbuilding up all over the 
United States—the west coast, the Southeast, and underscoring the 
Southeast. You must get in that great section down there. I 
hope you won’t be neglectful of that section in this bill as you have in 
that past. 

Mr. Rivers. I hope you understand that word. 

The CuarrMan. I think I covered it all, Mr. Rivers. 

Mr. Netson. Mr. Chairman, may I say, Mr. Chairman, that the 
question was asked on behalf of the Northeast. [(Laughter.] 

The CHAIRMAN. Yes, sir. 

I see in this report here that the Northeast seems to be well being 
cared for. Nearly everything I read here is Bath Iron Works, Bath 
Iron Works, Bethlehem. And that is right, they are great yards, 
and they ought to have it. 

But let’s don’t put it all down in one section. 

Mr. Gavin. I will be very specific and say make it the Philadelphia 
vard. 
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The CHarrMan. Mr. Bates, have you any questions? 

Mr. Bares. Mr. Chairman, Philadelphia got the last carrier, and 
Boston is the last of the Mohicans. I hope we will get the next one. 

The CHarrMAN. Yes, sir. 

Mr. Barres. Mr. Chairman, I do hope when we go into executive 
session, that another thought will be expressed by the Admiral in 
reference to the overall strengths of the free nations. We have com- 
pared, from figures which have been available to us, United States 
strength and Russian strength. That is not the whole picture. I 
hope when we get into executive session we have some idea of the 
contributions of England, France, or Italy or anyone else who has a 
Navy, so we can see the whole picture here as to the united strength 
of these nations we are supposed to defend. Because if they are not 
our allies, we won’t need to help them. If they are our allies, then they 
could help us. We would like to see the whole picture. 

Admiral Burke. Aye, aye, sir. 

The Cuarrman. Mr. Miller, any questions? 

Mr. Miuuier. Admiral, I am concerned with the ability to supply 
not only the fleet but our other forces in time of emergency with suffi- 
cient fuel oil or petroleum products. Is the tanker fleet, that is so 
essential, sufficient to meet the requirements or are we allowing our- 
selves to fall behind in the development or the building of tankers 
that can accompany the fleet or supply the logistics to our Armed 
Forces in that respect? 

Admiral Burke. With the shipbuilding program, commercial ship- 
building program, I think we will be all right, sir. 

Mr. Mituier. Admiral, that is what concerns me. I happen to sit 
on the Merchant Marine Committee, also. We have passed some laws 
relative to tankers, but so far we haven’t gotten tankers to supply 
that need. 

The CuarrMan. I am going to bring that proposition up, Mr. Miller, 
during this consideration. You know we passed a bill in the previous 
Congress. 

Mr. Rivers. Twenty tankers. 

The CHarrMan. For 20 tankers. Fifteen of them are being built 
under charter and five will be built by the Navy. 

Now, I wrote a letter the other day to 2 Senators acquainting 
them with the fact that to date only 4 tankers are being built that 
we authorized. We hoped to get 5 with the money, but we could only 
buy 4. So we will go into that tanker proposition during the hearing 
of this bill. Because we may want to do something. Because the 
Navy needs tankers. If it can’t get tankers under charter, why, then 
the Navy ought to build more tankers. 

Mr. Rivers. That is right. 

Mr. Minuer. But, Mr. Chairman, a group of us went out to the 
Pacific coast some time ago to look at an oil problem. Mr. Short was 
very active in it. And some of the things that developed as to the 
shortages of oil not only there but particularly on the Atlantic coast 
where we have about 2 million barrels a day deficiency in time of war— 
I doubt that the whole tanker force that we could mobilize would be 
able to supply the necessity at home, let alone the necessity for an 
Air Force, an Army, and the Navy. I think we need to look at that 
closely. 

The CuarrMan. I agree with you thoroughly. For that reason we 
have a subcommittee to inquire into the construction of pipelines. 
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Mr. Rivers. That is right. 

The Cuartrman. And I think we should make progress along that 
line. We should not depend entirely upon our ability, at least on the 
continent, of getting our petroleum from one coast to another coast 
or from the petroleum field by tankers. 

We had a long inquiry into the necessity of authority being granted 
for the purpose of building a pipeline from the Texas fields to the west 
coast. It is a very important question, and we should do something 
about it, or else we are somewhat jeopardizing our ability for delivery 
in case of national emergency. 

Mr. Miter. It is not a very glamorous part of this picture, but a 
very important one. 

The CuarrmMan. That is right. 

Mr. Mitier. As you know—— 

The Cuarrman. Mr. Doyle, any questions? 

Mr. Doy.e. Yes; one question. 

Admiral, when I asked you my question about whether it is available 
as public information as to how many carriers we needed as a minimum 
or to meet the unusual requirements of general war, I referred to your 
own fine paragraph—the first paragraph on page 9, and I want to call 
your attention to the fact that in that paragraph you yourself de- 
scribed this as a deficit. Now, may I ask you this question: 

If the budget or if the Navy felt that the budget would permit the 
construction of more aircraft carriers, would you now ask for more 
aircraft carriers? 

Admiral Burks. We would like very much always to have more 
aircraft carriers, sir. 

Mr. Rivers. Wait, now. 

If the budget—let me get that. If the budget were to permit vou, 
you would ask for more? 

Admiral Burke. We would like to bave them, sir. 

Mr. Doyue. May I add one further statement? 

Admiral, and Mr. Secretary, I want to say amen to the distin- 
guished chairman’s observation that we on the west coast know that 
there are facilities there and personnel there and shipyards which 
should be kept active, and the art alive and expert. We hope some of 
these ships will be built not only in California, my State, but on the 
total west coast, in those yards. 

The CHarrman. Now, members of the committee, I regret to say 
that J find that the Secretary bas a very important engagement that 
will not make it convenient for you to be here in the morning, Mr. 
Secretary? 

Secretary THomas. Well, I am due in Norfolk tomorrow. I can 
cancel it if that is desirable. 

Mr. Rivers. Don’t make him cance! it. 

The CoarrmMan. Well, we don’t want to do that, but we want to push 
this bill as rapidly as possible. And Friday is not a good working day 
because a great many members have commitments on Friday. Let’s 
see—tomorrow is Thursday. I am anxious to try to get this bill 
finished this week, if we can fiinish the hearing. We may have 

Will you be in Norfolk all day tomorrow? 

Secretary THomas. Well, I can cancel it, Mr. Chairman. 

The CHarrMan. Well, I don’t want you to do that. 
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Well, we will try to have you before the committee before we 
finish the bill, because we want to ask you some questions, and we 
want your views on this bill. 

We will take a recess until tomorrow morning at 10 o’clock, at 
which time the Chief of the Bureau of Ships, Admiral Mumma 

Secretary THomas. Mr. Chairman, I will be here tomorrow morn- 
ing if you want to have me. 

The CuHatrMan. Oh, no. You have got an appointment. Go on 
and take care of it. 

Secretary THomas. No. I would rather do that. 

The CrarrMan. All right. We want a full committee tomorrow. 
The Secretary will be here in the morning at 10 o’clock. 

Thank you, Mr. Secretary. 

(Whereupon, at 11:55 a. m., the committee recessed, to reconvene 
at 10 a. m., Thursday, January 19, 1956.) 





House oF REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., Thursday, January 19, 1956. 

The committee met at 10 a. m., the Honorable Carl Vinson, 
chairman, presiding. 

The CHaArrRMAN. Let the committee come to order. 

Members of the committee, we have the pleasure of having the 
distinguished Secretary, Mr. Thomas, this morning. 

Mr. Thomas, on behalf of the committee, we welcome you. You 
have the permission of the committee to make your statement uninter- 
rupted, and we will follow you with deep interest, and appreciate this 
opportunity of having you here this morning. 

Secretary THomas. Thank you, Mr. Chairman, and members of 
the committee. I hope you will accept my apology for having been 
late yesterday, but 1 was at a meeting of the National Security 
Council, and that was the only thing that would have retarded me. 

Admiral Burke, Admiral Mumma, and I are here to outline the 
Navy’s fiscal year 1957 shipbuilding program. 

A short time ago I returned from a month-long inspection trip to 
the Far East, where I visited all of our naval and Marine Corps 
installations in that area. I went, however, principally to visit our 
7th Fleet, and with your indulgence I would like to give you my 
impressions of that visit very briefly. In so doing, I believe it will 
make our 1957 shipbuilding program more meaningful and realistic. 

Our naval position in the Far East is, in my opinion, very strong. 
I can tell you from first hand observation that our 7th Fleet is a 
very potent force; its striking power is largely concentrated in its 
aircraft carriers, but its balance is enhanced and supported by several 
cruisers and many destroyers, a hunter-killer team, submarines, 
supply ships, a strong amphibious force, aircraft of many types, and 
a very highly trained, mobile force of United States marines. This 
entire fleet and Fleet Marine Force has been carefully tailored and 
positioned to meet any of the several possible problems which might 
arise in the Far East. 

As you know, the 7th Fleet supports our entire national policy in 
the Orient, and particularly with respect to Taiwan. I see little 
change in the basic problem of Taiwan. The past year has seen no 
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aggression there, and I am hopeful that this may continue. However, 
there has been a constant buildup by the Communist Chinese both 
in airfields, air power, and naval forces. We must therefore continue 
to be ready, vigilant, and strong for I am very sure that the mainte- 
nance of peace in the Straits of Taiwan has only been possible and 
will only continue to be possible because of the strength and mobility 
of the 7th Fleet. 

To the people of South Korea, Japan, the Philippines, Indonesia, 
and southeast Asia, the 7th Fleet is visible proof of our national 
determination to assist out friends, to protect their freedom, to pro- 
mote their welfare, and to preserve the peace. This policy is not 
wholly altruistic, but is also one of prudent self-interest. The 
presence of the 7th Fleet in the Orient, in my opinion, has been and 
is the principal force for the maintenance of peace and preservation 
of our interests in that part of the world. 

In relation to our own country and to our own welfare, the presence 
of the 7th Fleet in the Far East is vital to us as a Nation and as indi- 
viduals for two very important reasons. First, it insures that the 
sea lanes to that hemisphere’s raw materials remain free. Secondly, 
the 7th Fleet is insurance that the sealanes will remain open so that 
we can supply our many personnel in the numerous Army posts and 
Air Force bases in that area. The enormity of this task was shown 
during the Korean war. Every fighting man sent to Korea was 
accompanied by 5 tons of supplies, and it took 64 pounds of supplies 
and equipment every day to keep him there. Five million passengers, 
22 million tons of petroleum products, and 52 million tons of dry cargo 
were transported to, from, and within the Korean theater to support 
that war. 

Over the past 15 vears, many of the same ships now in the 7th 
Fleet saw action in World War II, and in the limited war in Korea. 
Many of these ships participated in the Indochinese Passage to 
Freedom; many participated in last year’s evacuation of the Tachens; 
and all have contributed to the stabilization of Taiwan. I recall these 
events merely to highlight the vital, useful role the Navy has con- 
sistently played in that area over these many years. In the years 
ahead, for which we are planning now, our Navy will, in my opinion, 
be even more important. 

The 7th Fleet, therefore, typifies why we need a modern and strong 
Navy not only in the Orient, but in the Atlantic, the Mediterranean, 
and the Middle East, as well: To preserve the peace if we possibly can, 
to win a war if we cannot. If we ever lose command of the seas, we 
lose the war, whether it be big or little, cold or hot. 

In any size or type of war which can be foreseen, the need for a 
strong and adequate Navy is more essential that it has ever been 
before. We must have command of the seas so that we can join our 
strength with those of our friends and allies. We must always be 
able to cross the seas and supply our industrial machine, still the free 
world’s arsenal, with the dozens of critical and strategic raw materials 
we need. We must have a Navy for transporting our armies over- 
seas and for keeping them supplied. We must control the oceans in 
order to operate and supply our worldwide network of airbases. But 
most important of all, in case of war, we must be able to exploit the 
seas to keep the conflict away from our shores and to carry the fight 
into the enemy’s territory.as we have always been able to do in the 
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past. Our Navy is a force whose power can be measured and tailor- 
made for use in many ways in many areas. Our fleets, for example, 
can be split into task forces of limited size for limited purposes or 
combined into large powerful striking forces. Our Navy is essential 
in the cold war, vital in limited war, and indispensable in general war. 
The fact that we have entered the age of the nuclear weapon, the 
supersonic jet, and the missiles has increased, not decreased, the 
need of a Navy. 

With that background, then, I believe that the 1957 shipbuilding 
program we are presenting today will be more meaningful as it is ex- 
plained in detail here. It has been directed toward a single purpose— 
the continued improvement and strengthening and modernization 
of our Navy to enable it to carry out its vital missions. 

The 1957 shipbuilding program is a good cross-section of our new 
Navy. It illustrates the acceleration and emphasis upon nuclear 
propulsion, missiles, and to ships which can handle the supersonic 
aircraft now coming into naval service. 

I would like to call attention especially to the four main types of 
ships which are included in this program: The carrier, the guided 
missile ships, nuclear powered cruiser, the atomic powered submarines, 
and the destroyer types. 

First of all, as you were told yesterday by Admiral Burke, this 
program requests a conventionally powered aircraft carrier of the 
Forrestal type and authority to improve four of our older carriers to 
complete the modernization program for this type. 

As is so evident in the 7th Fleet, aircarft carriers are the central 
unit of our naval task forces. As important as they have been in the 
past, carriers will be even more necessary and useful in the future. 
Carriers are absolutely essential to the success and execution of our 
naval missions, to the security of our country, either in cold war, 
limited war, or general war. 

We were very anxious to have an atomic-powered aircraft carrier 
in the fiscal 1957 program, and I might say here that Mr. Wilson, the 
Secretary of Defense, pushed this hard, and the Navy, as I think you 
all know, is unanimously agreed on the advantages of nuclear propul- 
sion and the need to convert it as rapidly as practicable and feasible. 

The wonderful performance of the Nautilus has already shown us 
what nuclear power can do for our Navy. 

However, the design problems and engineering studies now under- 
way are not sufficiently advanced to ask for a nuclear powered carrier 
in this year’s program. We are, however, asking for funds to com- 
plete the final development of a nuclear reactor for an aircraft carrier 
and the Navy expects next year to request the funds for a nuclear 
powered aircraft carrier itself. 

Admiral Burke explained to you in detail the reason that the 
Navy cannot accept a year’s moratorium in its aircraft-carrier 
program and explained to you the need of the aircraft carrier now 
requested. 

We are asking as a second part of the 1957 shipbuilding program 
funds for a guided-missile light cruiser which will be nuclear-powered. 
As I said before, the Nautilus has proved the practicability of using 
nuclear power for all types of ships and this art will now be transferred 
to the Navy’s first surface ship to be so powered. This nuclear-pow- 
ered cruiser is the logical step from the nucelar-powered submarine 























5347 


to the nuclear-powered aircraft carrier which, as I say, we expect to 
recommend in next year’s program. 

The third part of the 1957 shipbuilding program is the submarine. 
We are asking for 6 nuclear-powered submarines and 1 guided-missile- 
submarine conversion. As you know, the modern submarine is a 
very potent offensive weapon as well as an effective defensive weapon. 
We foresee that as a guided-missile platform, the nuclear submarine 
with its almost unlimited submerged range can emerge from the 
depths of the ocean to send missiles of great destruction great distances 
with deadly accuracy. 

In addition, submarines can give early warning to our homeland 
and to our task forces. Submarines are effective in finding and 
sinking enemy submarines in their own element. Submarines can 
also be used for supply and replenishment of the new jet-tvpe seaplanes 
such as the Seamaster. And, of course, they will still have their 
traditional mission of destroying enemy ships. In a word, our new 
multipurpose submarines give promise of being one of the most 
potent weapons systems in our entire arsenal to help us in our efforts 
to forestall war and to preserve the peace of the world. 

The fourth part of this 1957 shipbuilding program is the surface 
ship program with its heavy emphasis on missiles and antisubmarine 
warfare. We are asking for 12 destroyer type ships which will be 
equipped to handle sea-to-air missiles, 4 frigates, and 8 destroyers. 
We are also asking for authority to build two destroyer escorts, ships 
of a forerunner type which can be mass produced in wartime. 

These requests for the most advanced destroyer types emphasize 
our concern over the problem of the hostile submarine. They will be 
fitted with the most advanced detection devices and equipped for 
launching our newest antisubmarine weapons. We must have a 
continuing program of modern surface ships capable of hunting down 
and destroying the enemy submarine. 

In summary, I represent the naval program that is being presented 
to you today for fiscal 1957 as sound, balanced, and well justified 

It is a fortunate and timely happenstance that advances and develop- 
ments which have occurred in several scientific fields in recent years 
bave enabled the Navy and Marine Corps to perfect weapons and 
ships to perpetrate our control and exploit: ution of the sea on behalf 
of the American people. 

For example, the Navy is in the forefront of the development of 
nuclear power for the propulsion of naval ships. The guided missile 
field is another wherein the Navy is also in the forefront. In fact, we 
have proceeded to the point of production of certain missiles for use 
in combat for our ships and aircraft. We are developing many others. 
It also happens that the large hull of the new Seamaster type of jet 
seaplane may be the airframe which will take aloft the first nucleat 
powerplant. 

At the present time, therefore, there are fantastic new weapons 
and new weapons systems available to the American people for their 
defense. Although their cost is high, these weapons have been 
adopted by the Navy and the Marine Corps and are being placed into 
use. * 

This 1957 shipbuilding program speeds the transition from steam to 
nuclear power and from guns to missiles as rapidly as is consistent with 
the present development of this new art. It emphasizes the imagina- 
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tive, foresighted type of construction which the Navy needs in order 
to maintain our control of the seas. Throughout our country’s history, 
naval power has always been an indispensable factor in carrying out 
United States policy in peacetime and in achieving victory in wartime. 

It is even more important now and will continue so in the years 
ahead. 

Thank you very much, Mr. Chairman. 

The CuHarrman. Thank you, Mr. Secretary. 

I want to.compliment you-on your very fine statement. And I sug- 
get to Mr. Kelleher, in writing our report, there are certain phases of 
this statement that I think will be highly important to go into the 
report. 

Mr. KeLLEHER. Yes, sir. 

The CHarrMan. Now, Mr. Secretary, just 1 or 2 questions. 

This program has the approval of the Administration? 

Secretary THomas. Yes, sir; it does. 

The CHarrMaNn. The money has been requested in the President’s 
budget? 

Secretary THomas. That is correct, sir. 

The CHarRMAN. You will appear before the appropriate committee 
and ask for the money to implement this program? 

Secretary THomas. That is right, Mr. Chairman. 

The CuarrmMan. Now, Mr. Secretary, the responsibility is yours 
with reference to allocating to the various industrial and commercial 
yards throughout the country for this shipbuilding program; is it not? 

Secretary THomas. Yes; that is correct. 

The CHarrMAN. All right. Now, in doing so, I trust that you will 
try to bear in mind that all up and down the Atlantic coast, in the 
gulf, on the Pacific, and on the Great Lakes, are areas in which I 
think there are qualified plants to do the work. So I think this work 
should be distributed among the whole country as much as the facts 
and circumstances would permit and warrant. 

Secretary THomas. Mr. Chairman, I would like to assure you and 
the committee that we will give the distribution of this ship program 
our very serious consideration. It will be studied from all aspects of 
the overall good of the country, and we will trv to place it as equitably 
as we possibly can. It will be given a great deal of thought and a 
great deal of effort. 

The CHarrMan. Thank you, sir. 

Any questions, Mr. Kilday? 

Mi. Kinpay. No. 

The CuHarrman. Mr. Johnson? 

M1. Jounson. No questions. 

The CHarrMan. Mr. Rivers? 

Mr. Rivers. I just noted, on page 8 of your statement, Mr. Secre- 
tarv, you said the Navy was in the forefront in nuclear power. We 
agree with that. 

You also said the guided-missile field is another wherein the Navy 
is also in the forefront. Do you mean you are ahead of the Army? 

Secretary THomas. Oh, no; I don’t mean that. I mean in our 
field, in the naval field, we are in it. For instance, we are out.of the 
research and development stage of several missiles and already in the 
production stage and they are going out—— 

Mr. Rivers. I have in mind a statement by a certain distinguished 
Senator who said there was a 1,500 mile missile possibly in existence 
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in Russia, and knowing that you had the mission for a long-range 
missile—I believe you do; don’t you? 

Secretary THomas. Well, I am only talking here to the missiles 
which are in production now in the Navy. 

Mr. Rivers. I see. 

Secretary THomas. We have already talked about the Regulus. 

Mr. Rivers. In comparison with other navies of the world? 

Secretary THomas. Well, the Navy has been working on missiles 
for a long time. There is nothing new in that. We have been very 
aggressive in it. And, as I say, we have gone from the research and 
development stage in many of our missiles into production, and I 
would say we were very well advanced in the missile field. 

Mr. Rivers. I am glad to hear that. 

The CuarMan. Mr. Gavin? 

Mr. Gavin. No questions. 

The Cuatrman. Mr. Huddleston? 

Mr. Huppueston. No questions. 

The CHarrman. General Devereux? 

Mr. Devereux. Mr. Secretary, is the 6-percent differential for 
west coast construction applying to naval vessels? 

Secretary THomas. Well, I think Admiral Mumma here can answer 
that in great detail for you. 

Admiral Mumma. No sir; it does not. It only applies to merchant 
ships. 

Mr. Devereux. Thank you. 

The Cuarrman. Mr. Wickersham. 

Mr. WickerRsHAM. Just one question. 

Secretary Thomas, has any Government agency or the Bureau of 
the Budget or Department of Defense made any excessive cuts in 
your requests? 

Secretary THomas. No; we have had no monetary restrictions of 
any kind. Now, this budget was no different from any other budget 
I have seen for many years. You come up with your original ques- 
tions. Then they are evaluated, they are rechecked and they are 
studied. There was no money limitation on our budget, and I think 
this budget probably comes nearer our original request than any 
budget I have ever seen in the Navy. 

Mr. WickersHAM. Thank you. 

Secretary THomas. I think it is an excellent budget, and I recom- 
mend it without any reservation. It is $110 million more than last 
year. It gives us an excellent shipbuilding program. It gives us the 
new carrier which we need. And thet is in our regular program. We 
have had a program of one carrier a year, as you know, for several 
years. It gives us the guided-missile cruiser—I mean the nuclear 
cruiser, which I think is the logical step going from the submarine 
now into the larger ships. I think it is going to be very interesting 
to see what we can do with a nuclear-powered surface ship. 

Mr. WickersHaM. Thank you. 

The CuarrmMan. Mr. Bray. 

Mr. Bray. No questions. 

The CuarrmMan. Mr. Price? 

Mr. Price. Mr. Chairman, I, too, want to join the chairman in 
complimenting you on your fine statement, and J want you to know 
I fully support the building program. I am particularly interested 
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in the plans for the nuclear program of the Navy. I think you are 
wise in getting started on this program and going all out on it, in the 
different phases you are going into. 

I want also to compliment you on setting the record straight on 
the real mission of the 7th Fleet in the Straits of Taiwan, particularly 
in view of the fact that this mission was misrepresented to the people 
of the country by President Eisenhower in his state of the Union 
message in 1953. I think it is important the people know why the 
7th Fleet is in those waters. You have done a great service here in 
stating the good work that the fleet has done since it has been assigned 
there. 

The CuarrMan. Mr. Cunningham. 

Mr. Cunnincuam. Mr. Chairman, | just want to thank the Secre- 
tary for a clear, forthright, and helpful statement. 

Secretary THomas. Thank you, Mr. Cunningham. 

The CHatrman. Mr. Wilson. 

Mr. Witson. No, Mr. Chairman. I want to point out that the 
Secretary is a Californian, and we in California are very proud of the 
fine job he is doing. 

Mr. Rivers. Is that on the record? 

The Cuarrman. Mr. Lankford? 

Mr. LANKForD. No questions. 

The Cuatrman. Mr. Bennett? 

Mr. Bennerr. No questions. 

The Cuatrman. Mr. Doyle? 

Mr. Doyue. Yes, Mr. Chairman. 

Being also a Californian, I recognize the distinguished service of 
the Secretary this morning, in his fine statement. I know, Mr. 
Secretary, you were here in the hearing room yesterday when I asked 
the distinguished Admiral Burke why in reference to paragraph 5, 
on page 9, of his statement he didn’t ask for the minimum requirement 
for aircraft carriers. Because in that paragraph he described the 
present condition so far as the Navy is concerned as being indefinite 
as far as aircraft carriers are concerned. And now this morning, Mr. 
Secretary, I notice in the last paragraph of page 5 of your fine state- 
ment you also say that the aircraft carriers are the central unit of 
our naval task force. 

[ wish to ask you, if it can be answered in public session, why is it, 
if that is true, from what you say and what Admiral Burke said yester- 
day, why is it that you leave your requests for aircraft carriers in 
deficit rather than at least the minimum requirement? 

Secretary THomas. Well, Mr. Doyle, this is a program of several 
years back. We have requested one of the large aircraft carriers each 
year. We have never had any military planning that required a 
request of more than one. So this follows a program that has been 
in effect for a long time. 

We have never even considered or discussed asking for two of the 
large ones. 

The CuarrMan. I will offer this thought, Mr. Secretary: There is 
a limit as to the capacity in the country to build large airplane carriers. 
Is there a sufficient number of yards available to construct a larger 
number at one time? 

We are building now four—the Saratoga, the Independence 

Mr. Kevuener. The Ranger. 
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The Cuairman. The Ranger, and what we want to call the Kitty 
Hawk. There are four we are building right today. And I think the 
limit of the yards is such that even if we asked for them we couldn’t 
build them; isn’t that correct, Admiral, Admiral Mumma? 

Admiral Mumma. The current capacity for building carriers is ade- 
quate to more than double the output of carriers at the present time, 
sir. 

The CHarrMan. Then—— 

Admiral Mumma. We have 6 yards capable of building carriers 
without modification to the yards to any great degree, and only 3 of 
them are now in the process of constructing carriers. 

The CHarrMan. Well, I am glad to know we have more capacity. 
I didn’t think we had the capacity. 

Mr. Rivers. That is right. 

The CHarrMan. I was under the impression that there are only 
about 3 or 4 yards in the country that could build these large carriers. 

Then I will make this observation: As the tonnage is already on the 
books to build more carriers in this program, it would be in order for 
any member of the House to offer an amendment to make it 2 carriers, 
3 carriers, or 4 carriers. 

Mr. Doyue. Mr. Chairman, may I ask one more question? Mr. 
Chairman? 

The CuarrMan. Yes, sir. 

Mr. Doyue. I might state, Mr. Secretary, that when I asked 
my question of you, as I did a moment ago, I believed I was in posses- 
sion of the information which the distinguished admiral has just given 
our distinguished chairman, in answer to his question. | 

I wish to say again that if aircraft carriers are the unit, and we have 
the capacity, which you stated we do have, to build more carriers, I 
regret to see us have anything that is the central unit of our task foree 
in deficit. 

Now, one more statement, Mr. Chairman—— 

Secretary THomas. Mr. Doyle, may I speak to that for just a 
moment? 

Mr. Doyue. Yes, Mr. Secretary. 

Secretary THomas. As I say, this is our regular planning. We have 
never planned around more than one of the large aircraft carriers a 
year. Our overall aircraft carrier program is not too bad. We have 
over 100 aircraft carriers, as you know. They are not all modern, 
of course, but our overall aircraft carrier program is not a weak one. 
It is a very strong one, as a matter of fact. 

Mr. Doy te. The admiral’s statement described them as being a 
deficit in paragraph 5. 

Secretary THomas. Well, Admiral Burke can answer that. He is 
here. 

Mr. Doyue. Well, [I don’t want to labor it. It just worries me that 
they are in deficit, according to the admiral’s wording yesterday. 

May I make this statement, Mr. Chairman: I notice the distin- 
guished Secretary, in answer to your question, said that the distribu- 
tion of this great shipbuilding program will be distributed equitably. 
Well, of course, if that is done—I know the Secretary knows the west 
coast better than I do, even, and that that, of course, will include the 
distribution of a fair portion of this magnificent building program to 
shipyards on the west coast. 
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Secretary THomas. Well, we will try very hard to see that there is 
the proper distribution on both coasts. 

The CHarrmMan. Mr. Secretary, bear in mind that this is a very 
important year. We have only 24 ships here. We have 37 men. 
[Laughter.] 

I hope I won’t be left out. [Laughter.] 

Now, wait 1 minute. 

Mr. Johnson. 

Mr. Jonnson. Admiral Mumma, if it is appropriate, could you tell 
us what are the yards that you say are able to build carriers without 
any revision of their present apparatus? 

Admiral Mumma. I said without major revision, Mr. Johnson. 

Mr. Jounson. Well, would you mind telling us what they are? 

Admiral Mumma. Those yards on the east coast are 3 naval ship- 
yards and 3 of the private yards. The three private yards, of course, 
are Bethlehem, Quincy, New York Ship, and Newport News. The 
three naval shipyards are New York, Philadelphia, and Norfolk. 

The CuarrMan. And on the west coast? 

Mr. Jonnson. What about the west coast? 

Admiral Mumma. The west coast would need no additional facilities 
in any of the current yards. 

The CuarrmMan. What about Hunters Point? 

Admiral Mumma. It would need additional facilities, Mr. Chair- 
man. 

The CuarrMan. Now, along that line, of course—how many of 
these large carriers have we now, of the Forrestal type? 

Admiral Mumma. No. 5 has just been awarded. 

The CHatrman. All right. 

Admiral Mumma. No. 6 is in this program, sir. 

The CuHarrMan. Then suppose one is serving in the Pacific and has 
to be overhauled. We have no place in the Pacific to do the over- 
hauling. Why don’t you fix up Hunters Point, and why don’t you fix 
up Bremerton so you could take care of one in case of a major over- 
haul repair? Now, that is just commonsense. If Hunters Point and 
Bremerton are not sufficient, well, at least we should have some place 
on the Pacific coast where a yard could serve a carrier if it had to be 
reconditioned or patched up. 

Admiral Mumma. Mr. Chairman, there is quite a difference 
between ability to repair a carrier and ability to build one. These 
yards on the west coast are all adequate for repair 

The Cuatrman. All right. 

Admiral Mumma. Of carriers. 

Mr. Jounson. One comment. The very purpose of having Hunt- 
ers Point was because they couldn’t build ships of this type at Mare 
Island. 

Admiral Mumma. That is one—— 

Mr. Jounson. It was built so they could build egy ships. 

Admiral Mumma. I believe actually it came into being to repair 
battle damage repair on large ships during the war, Mr. Johnson. 

The CuairmMan. Well, anyhow, Mr. Secretary, remember what 
I said a moment ago. 

Mr. Gavin. Mr. Chairman. 

The CHarrMan. No.*gI will go around and then come back to you. 

Mr. Hardy. 





























5353 


Mr. Harpy. Yes, Mr. Chairman, I would like to compliment the 
Secretary, and his associates, on developing this fine shipbuilding 
program. For some time I have been afraid that maybe we were 
depending too much on the ships in our reserve fleet that are becoming 
more and more obsolete, and I have considerable doubt that we will 
be able to use all of them even if there should be a need any time 
soon. So I am glad that this is being developed. 

And I subscribe entirely to the thought of the chairman that 
there should be a proper distribution of them. And I don’t think I 
pene to assure the Secretary that I will be talking to him about that 
ater. 

The CuarrmMan. May I read the act of May 17, 1938, for the benefit 
of the four Members from California, and those from other sections 
of the West. It is headed “Construction of vessels on Pacific coast.”’ 
It provides ‘‘that the Navy Department shall construct upon the 
Pacific coast of the United States such vessels as the President of the 
United States may determine to be necessary in order to maintain 
the shipyard facilities upon the Pacific coast necessary and adequate 
to meet the requirements of national defense.’’ Of course, we must 
not let our ability to construct ships in the shipyards go down any- 
where. We must keep it all the time. 

Mr. Nelson. 

Mr. Neuson. Mr. Chairman, inasmuch as this is hometown day, 
I have no questions to ask. 

The CuarrMaAn. Good. 

Mr. Netson. A very wise Californian who fully realizes that the 
best destroyers in the Navy are constructed at Bath, Maine. 

The CHarrMan. Mr. Hess? 

Mr. Hess. No. 

The CuarrMan. Mr. Bates? 

Mr. Bates. No, Mr. Chairman. Everybody has congratulated 
the Secretary, and the admirals, and for those members who aren’t 
present I ask unamimous consent they be given 5 legislative days in 
which to extend their remarks. [Laughter.] 

The CuHarrMan. I do want to say this in all seriousness, and I 
appreciate vour every word. They are two very fine statements, the 
statement of Admiral Burke and the statement of the Secretary. 
And I want Mr. Kelleher, in writing up the report, to draw heavily 
on them. 

Mr. Ke.uener. Yes, sir. I shall. 

The CHatrMan. I want to say this, Mr. Secretary: I have been 
here a long time, and I have seen a great many Secretaries of the 
Navy, and you are doing a good job. You have your hands on the 
Navy. You know what goes on in the Navy Department. That 
has made your service conspicuous and outstanding. I congratulate 
you on the way you are handling your Department. 

You have every reason to be proud of the services you are 
rendering. 

Thank you very much, Mr. Secretary. [Applause.] 

Secretary Tuomas. Mr. Chairman, I appreciate that. 

May I just say one word here? I would like to extend an invitation 
to the committee for November 12—I mean for February 24—to go 
on the Nautilus. We can take as many as 12 on that day. And 
then on March 2, another 12. 
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The CHatrman. Well, I do want the members to go. I may not 
go myself. [Laughter.] 

Well, I am not quite as young as the other members of the com- 
mitte. Bring back the news. 

And I am very grateful, Mr. Secretary, to receive your letter saying 
that you will extend the invitation to go on the Forrestal not only to 
the members of the committee but to the Congress in general. The 
Members of the House appreciate it very much. It is a very con- 
structive trip, and it gives the information that enables them to talk 
more knowingly about these matters. It is a worthwhile trip, and 
they will enjoy it. I know a great many of them will go. 

Mr. Arenps. Mr. Secretary, when you are going on the Nautilus, 
are you going to dive? 

Secretary THomas. Oh, yes. 

Mr. Arenps. If you are, I have an appointment with the chairman 
that day. [Laughter.] 

The CuartrMan. In 1917—this is off the record. 

(Statement off the record.) 

The CuarrMan. Thank you, Mr. Secretary. 

Mr. Gavin. Mr. Chairman. 

The CHarrMan. Mr. Gavin. 

Mr. Gavin. I just want to say that I, too, concur in everything, 
the fine things you have said about the Navy, and agree that they 
turned in a very fine performance. And if there are no further 
questions from the members of the committee, I would like to take 
5 minutes on the Philadelphia Naval Yard. 

Mr. Batss. I object, Mr. Chairman. Objection, Mr. Chairman. 

The Cuatrman. Now, I think—of course, we don’t want to object 
to the gentleman taking 5 minutes. But I think the Navy Depart- 
ment is in good hands because the Secretary is trying to do a good job 
in helping every yard where the facts and circumstances warrant. 

Thank you, Mr. Secretary. 

Now, members of the committee, I think now we better hear from 
the man whose responsibility is to build these ships. 

Admiral Mumma, of the Bureau of Ships. 

All right, Admiral, go right ahead. 

Let there be order now. 

Admiral Mumma. Mr. Chairman and members of the committee, 
I am delighted to have this opportunity to testify on this bill. It 
purports to give the Navy specific authority to build 142,800 tons of 
new ships and craft, and to convert 282,700 tons of existing vessels. 
It will also provide needed tonnage authority to build two escort 
vessels. The tonnage authority is lacking for those two ships. 

Except for the escort vessels and the ammunition ship, all of the 
new ships in the fiscal 1957 program are classified as warships. The 
act of March 10, 1951—Public Law 3, 82d Congress—provides ton- 
nage authorization for the ammunition ship. The Vinson-Trammell 
Act, and amendments thereto, provide ample tonnage authority for 
the warships. 

As Secretary Thomas has pointed out, the new program represents 
a typical cross-section of the new Navy of tomorrow. Major empha- 
sis is placed on guided missiles, nuclear propulsion and further 
strengthening of our aircraft carrier task forces. Our current ship- 
building and conversion program is also oriented to these objectives. 
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Guided missiles greatly increase the range, destructive force, and 
versatility of the Navy’s offensive power. The rapid transition from 
conventional ordnance to missiles is a development without precedent 
in naval shipbuilding. 

Surface-to-air missiles, Terrier and Talos, are now being or soon 
will be installed on numerous combatant ships. Terrier is already 
operational on the recently converted cruiser Boston and will soon 
be on her sister ship, the Canberra. Three of the new frigates in 
last year’s program, and a destroyer of the Gearing class, now being 
converted, will also be equipped to launch and control Terriers. 
Guided missile capabilities are now being installed on the cruiser 
Galveston and will be installed on various other ships in the 1957 
program. 

Six attack aircraft carriers, including the U.S. S. Forrestal, already 
have facilities for arming their aircraft with an effective air-to-air 
missile. 

The Navy’s chief surface-to-surface missile, for launching attacks at 
land and sea targets, is currently the Regulus. Numerous attack 
carriers and heavy cruisers already have installations for firing Regu- 
lus, and conversion of the submarine Barbero for this purpose has 
just been completed. - In addition, of course, the submarine Tunny 
was previously converted for this purpose. 

The new SSG-—587 in the 1956 program will be the first undersea 
craft built from the keel up as a guided-missile submarine and will 
fire an improved Regulus. 

The effective firing and guidance of these shipboard missiles require 
new long-range detection radar, electronic computers, special ship 
stabilization in certain instances, highly accurate navigation systems, 
and other specialized equipment under continuous development. The 
installation of launching systems and the handling and stowage of 
missiles, which are considerably larger and more cumbersome than 
conventional projectiles, have required radical changes in ship design. 

An equally remarkable development in naval shipbuilding is, of 
course, the incredibly rapid exploitation of nuclear power. The use 
of atomic fuel vastly increases the range and endurance of our fight- 
ing ships. Less than a year ago, the Nautilus was successfully com- 
pleting her first trial runs. Today we are proceeding with the design 
and construction of six additional nuclear submarines previously 
authorized, exclusive of the Seawolf, which will be completed later 
this year. All six of the submarines requested by the Navy this 
year are to be nuclear-powered. 

The Navy is also working with all possible drive and enthusiasm on 
the application of nuclear power to surface ships. Since early 1952, 
the Bureau of Ships has been working intensively with the Atomic 
Energy Commission on the design of a shore-based prototype reactor, 
such as the one mentioned by Mr. Cole yesterday, for the propulsion 
of large ships such as aircraft carriers. Preliminary studies have 
resulted in several alternate layouts for machinery and weapons sys- 
tems and in new flight and hangar deck configurations. As the 
reactor design influences design of the machinery plant and of the 
ship itself, and vice versa, it is necessary that progress of the shore- 
based reactor and design of the ship proceed in close coordination, one 
with the other. 
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At present, a large ship-reactor prototype is under construction at 
the National Reactor Testing Station in Arco, Idaho, which was 
authorized in the 1956 program of the Atomic Energy Commission. 
This reactor is of the pressurized water type, similar in principle to 
that used on the Nautilus. The nuclear propulsion plant of both the 
cruiser in this year’s program and the nuclear carrier will be based 
upon the design of this prototype reactor. 

The Navy is now developing firm design characteristics for the 
nuclear carrier. Preparation of preliminary and contract plans for 
this ship, authorized by the proposed bill, in other words, this ad- 
vanced procurement mentioned in this bill, will proceed concurrently 
with construction of the prototype reactor. Advance procurement of 
of long lead-time reactor compartment components, also authorized 
under H. R. 7993, will permit early delivery of pressure vessels, heat 
transfer equipment, and coolant pumps. By the time these com- 
ponents can be completed and delivered for installation, the new 
soemne is expected to be well under construction and ready to receive 
them. 

The procedure I have just outlined will result in the design and 
construction of a nuclear carrier in the shortest possible time. Includ- 
ing the ship in the 1957 program would not hasten completion, because 
construction funds will not be needed before fiscal 1958. 

The guided-missile light cruiser authorized by H. R. 7993 will 
permit the evaluation of nuclear propulsion for surface ships con- 
siderably sooner than would the nuclear carrier. Building time for 
this ship is expected to be about 12 months less than for the carrier. 
The cruiser is essential to permit the earliest seagoing experience 
with the same general type of reactor planned for the carrier, and 
will combine in one ship, for the first time, the almost unlimited 
endurance of nuclear power with a potent missiles capability. 

To maintain its technological superiority, the Navy must rely 
upon new ships such as this prototype cruiser. Only in this way can 
we fully exploit fast-moving scientific advances. In the future, what 
we have on the building ways will be more important than the number 
of older ships in reserve. 

Many of ou: fighting ships built during World War II have passed 
the midpoint of their useful life. Their capacity for further modetni- 
zation is becoming increasingly limited. Aircraft carriers continue 
to afford us greater combat potential than other war-built ships. 

Two Midway class carriers are now undergoing complete mode~ni- 
zation, including angled deck, hurricane bow, and steam catapults. 
Conversion of the third ship of this class, the Coral Sea, is part of 
the 1957 program. Six carriers of the Oriskany and Hancock classes 
have been completely modernized, and others are scheduled to receive 
the angled deck and other improvements in this year’s program. 

The larger and heavier jet planes planned for the future will, of 
course, require stronger and larger flight decks and more extensive 
support facilities than are possible on most of these World War II 
carriers. In the 1960’s, as these older ships are reassigned to anti- 
submarine or escort duty, the Forrestal class and the three Midway 
class ships will become our only carriers having modern combat 
capabilities. 

I join Admiral Burke, therefore, in emphasizing that our country’s 
security will not permit us, in the foreseeable future, to take a holiday 
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in building Forrestal class carriers. Neither nuclear power nor any 
other development now contemplated will make these ships obsolete. 

In building a new and modern fleet, the Navy has found it necessary 
to solve a multitude of design problems, to devise new industrial 
techniques, and to discard or revise many traditional shipbuilding 
practices. 

One of the most challenging aspects of expanding our nuclear fleet 
lies in the training and utilization of skilled engineering personnel in 
the Bureau of Ships and its shipyards and laboratories. The Bureau 
has embarked on a broad program of training for its scientists, engi- 
neers, and mechanics. This instruction includes long and short-term 
training at colleges, on-the-job training at shipyards, courses at the 
Oak Ridge School of Reactor Technology, and tours of duty in the 
Bureau of Ships. 

In addition, we also are using the plants of private contractors and 
constructors of nuclear equipment. 

During the 3 years, 1952 through 1954, a total of 118 Bureau and 
shipyard personnel received training. That is a 3-year period ending 
a little over a year ago. Thirteen courses of instruction were given. 
In 1955, there was a sharp increase in this program. More than 
1,700 employees received training, by means of 38 courses of instruc- 
tion. Productive shipyard workers are scheduled to receive job-skill 
training on a large scale as construction, repair, or maintenance of 
nuclear-powered vessels becomes imminent and important for their 
yards. 

The Navy is proceeding to install additional facilities required for 
the construction of nuclear submarines at the Mare Island and 
Portsmouth Naval Shipyards. These include decontamination and 
gammagraph rooms, clea rooms, and portable powerplants at Ports- 
mouth, and building alterations and new plant equipment in addition 
to the above at Mare Island. 

The Navy is currently engaged in a shipbuilding and conversion 
program having a total estimated cost of about $3.1 billion, including 
vessels authorized but not yet awarded or assigned. A total of 73 
ships and 1,069 craft, including 42 major combatant ships, are being 
built in 58 private and naval shipyards throughout the United States. 
Thirty-one conversions of existing vessels are now in progress, includ- 
ing 13 warships. In addition, the Navy is building in this country 
24 craft for the Army and Air Force, and 32 ships and 17 craft for 
mutual defense assistance. 

During calendar 1955, 67 new naval vessels and conversions of 31 
existing vessels were completed. In addition, 1,030 small boats and 
craft were completed for the Navy, 227 for the Army, 27 for the Air 
Force, and 36 for mutual-defense assistance. 

Recognizing that the capacity of both naval and private shipyards 
are essential for mobilization needs, and as an aside, [ would say 
that the manpower is probably even more important, the Navy 
awards its ship construction, conversion, and repair work in such a way 
as to maintain vital skills and facilities at both types of yards. More 
than half of the Navy’s current shipbuilding program and a sizable 
share of its repair work are being accomplished at private yards 
throughout our coastal areas. In awarding this work to private yards, 
the Navy is influenced by the necessity for maintaining a nucleus of 
integrated yards for major combatant ship construction and for 
encouraging a widely dispersed shipbuilding industry. 
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Fifteen naval vessels, in the fiscal 1956 program, including 13 
major combatant ships, remain to be awarded or assigned. Some 
of those are undergoing the process at this moment. Some of these 
ships are prototypes for which contract plans have not been completed. 
In the case of others, it has been necessary to issue invitations for 
proposals on a consecutive, rather than a concurrent, basis in order 
to obtain the most effective dispersal of the limited volume of work 
among qualified yards of the Nation. 

For some time the Navy has been seriously concerned with the 
increasing costs of naval vessels, caused chiefly by expensive techno- 
logical improvements and a rising price level. The Bureau of Ships, 
through the cooperative efforts of industry, has established a value 
engineering program for the purpose of critically analyzing ship 
designs and components with a view to reducing their cost without 
sacrifice of their function and their military effectiveness. This 
program has already produced excellent results. For example, for 
the past year and a half, in which it has been in operation, we have 
made savings of over $3 million in a $10 million procurement of 
landing craft, a total saving of approximately 30 percent in that 1 
procurement alone. This saving has been incorporated into our 
appropriation request, and has been reflected by less necessity for 
repricing and, as a matter of fact, downward repricing in almost all 
of our previous programs. 

The outlook is promising for further substantial savings in the 
future. A value engineering unit is being established in each naval 
shipyard. The Navy is keenly mindful that national security requires 
the most economical and effective use of public funds made available 
for naval shipbuilding and conversion. 

The CuatrmMan. Thank you very much, Admiral. 

Now, members of the committee, I c onsider this bill and this hearing 
as historic. It is a very important matter, because we are partici- 
pating of the transition from the conventional type construction to 
the nuclear type. The day is not far distant when the entire American 
Navy will be propelled by nuclear powerplants. So it is somewhat of 
an important, historical event, this bill. 

Now, Admiral, I want to get this for the record. You referred to 
the Vinson-Trammell Act. When was the Vinson-Trammell Act 
passed? 

Admiral Mumma. In 1934, sir. 

The CHarrMAN. How many more tons have we under the Vinson- 
Trammell Act that hasn’t been used up, including what we are taking 
out of the tonnage in this bill, what we will have left over after this 
bill is passed? 

Admiral Mumma. In the original bill, Mr. Chairman, there remains 
a balance of unobligated warship tonnage of 637,000 tons. However, 
the amendments throughout the years have brought that total to 
1,342,226 tons, is the current existing remaining authority. 

The CuarrmMan. Just tell me how many more tons we have under 
the Vinson-Trammell that we passed about 20—how many years ago? 

Mr. Ke.upHer. Twenty-two years ago. 

Mr. Osmers. Twenty-two years ago. 

The CHartrMAN. Twenty-two years ago. Add this tonnage of 
282,700—or take this tonnage away, and what is still left? 
Admiral Mumma. Did you ask for the original total of-——— 
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The CuHarrman. No. What we are going to have left after we take 
282,700 tons off. What do you still have? 

Admiral Mumma. There will be a little over 1 million tons left, sir. 

The CuarrmMan. A million tons left? 

Admiral Mumma. That is right, sir. 

The Cuaarrman. That is still unobligated? 

Admiral Mumma. That is correct, sir. 

Mr. Rivers. Now, let me ask him a question right there. Admiral, 
for the information of us fellows who have only been here 15 to 20 
years, what is your understanding of the Vinson-Trammell Act? 

Admiral Mumma. I understand that the Vinson-Trammell Act 
provides that alternate ships will be constructed in naval shipyards 
and private yards. 

We, of course—the Vinson-Trammell Act very wisely provides for 
flexibility in that assignment because it authorizes the President also 
when the public interest demands it that a departure may be made 
from this 50-50 split. 

Mr. Rivers. Now, the Vinson-Trammell Act directs you to build 
them on a 50-50 proposition? 

Admiral Mumma. That is right. i 

Mr. Rivers. Unless the exigency of the public interest is involved, 
in which case the President can vary the terms of that statute? 

Admiral Mumma. That is correct, sir. And in each year the 
authority of the President has been obtained whenever the Vinson- 
Trammell Act has not been complied with. 

Mr. Rivers. All right. Now, let me ask you this question: Last 
year in your construction program did you vary the terms of the 
Vinson-Trammell Act? 

Admiral Mumma. Only in 1 instance, sir, and that was in the con- 
struction of the 7 destroyers. 

Mr. Rivers. Do you plan to vary the terms of the Vinson-Trammell 
Act under this proposition? 

Admiral Mumma. It may be necessary, sir, but it will not be in 
large quantity. Heretofore, we have used the exception allowed 
chiefly in the areas of destroyers and destroyer escorts, because of the 
necessity for maintaining a broad mobilization base in private yards 
for that type of construction that we would rely upon them for rapidly 
producing in the event of national emergency. 

The CHartRMAN. Well, members of the committee, you can see 
back—how many years ago has that been? 

Mr. Rivers. It was in 1934. 

Mr. Osmers. Twenty-two years. 

The CHarrMAn. You see, back years ago we had a little vision. 
Now, decisions are a little bit—this is off the record. 

(Further statement off the record.) 

The CuarrMan. But this is the orderly way now to view these ship- 
building programs, and that is to have a bill and charge it up against 
the tonnage and let the country know all about it, and let the country 
know that we are building a Navy now that in a few years will be all 
nuclear powered, and let the country know the status of the Navy at 
all times. 

Now, members of this committee, we have this morning——— 

Mr. Gavin. May I ask a question, Mr. Chairman? 

The CHarrMANn. Yes. 
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Mr. Gavin. How did they arrive at this 1 million tons that were 
available? When a ship is decommissioned, is that returned to the 
stockpile? 

The CuarrMANn. That is correct. 

Mr. Gavin. The question I am asking, When a ship is decom- 
missioned, does that go back and is added to the available tonnage? 

Mr. Kiupay. Yes. 

The CHarrMAN. Yes sir; that is right. 

Mr. Wiison. Mr. Chairman, at 16 tons a day you have quite a 
long way to go yet. [Laughter.] 

The CuarrmMan. Now, members of the committee, we have with us 
this morning Secretary Gates. 

Mr. Secretary, I want to express on behalf of the committee our 
deep sympathy in the great bereavement that has fallen to you. 
We all regret with much sorrow about the accident to your son. 

Secretary Gates. Thank you, Mr. Chairman. 

The CHarrmMan. Now, members of the committee, I think this 
finishes the hearing. Let us have a vote. We have a quorum 
present. And then after that we have some slides that they want 
in executive session to talk to us about. 

Now, all in favor of reporting 

Mr. Rivers. Wait. Are you going to vote on the bill? 

The CHarrMan. Yes. 

Mr. Rivers. I have an amendment. 

The CuarrMan. Well, offer your amendment, Mr. Rivers. 

Mr. Rivers. I also have your word that you are going to support 
it. [Laughter.] 

The CHarrMan. I have already supported it with the Secretary and 
the other witnesses. 

Mr. Rivers. Well, all you got to do now is vote on it. 

The CuarrMANn. We will accomplish the same thing 

Mr. Rivers. I would rather have it by law than by Executive 
order. I am a man of law and not of whim. 

In order to maintain the proficiency—this is a new section, which I 
have also cleared with the chairman. 

In order to maintain the proficiency of the United States naval 
shipyards, at least one combatant ship authorized by this act shall 
be constructed in each such statutory shipyard within the United 
States. 

Mr. Osmers. What? 

Mr. Rivers. There are 11 of them, Mr. Chairman, 11 statutory 
shipyards in the country. 

Mr. Price. Amend that to establish a shipyard at St. Louis, and I 
may support the amendment. 

Mr. Rivers. Now, Mr. Chairman, here is what it does. Wait a 
minute. Just let me explain it. We have 11 statutory shipyards, 
and we have got to maintain, as the admiral says, proficiency across 
the board in the private yards and also the naval shipyards. 

This only directs the Navy Department to construct at least one 
ship in each naval shipyard, so that the know-how in these naval 
shipyards will not disappear. That is all it does. 

Mr. Devereux. Mr. Chairman, may I be heard on that? 

The CHarrMANn. Yes, sir. 
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Mr. Devereux. It is just as important that we maintain our pri- 
vate shipyards. As has been testified, and as has been certainly the 
law, the 50-50 proposition 

Mr. Rivers. That has nothing to do with this. 

Mr. Deverevx. I believe if we go into such an amendment as that 
we will definitely be favoring the naval yards over our private ship- 
yards. I do not believe that such an approach is sound. 

Mr. Rivers. Well, now, if the gentleman will yield—— 

The Cuarrman. Mr. Secretary, come around, please, sir, Mr. 
Secretary Thomas. 

Mr. Secretary, what is your thought and reaction to the amendment 
offered by the distinguished gentleman from South Carolina, Mr. 
Rivers? 

Secretary THomas. Well, Mr. Chairman, we in our shipyards—in 
our naval shipyards, we have really in my opinion done a very good 
job of maintaining not only their workloads but their skills. We have 
kept all the shipyards, the naval shipyards, at quite a high level, very 
high when you compare it with the peak in Korea. We kept it at a 
high level. We kept those skills going. And they are well organized 
to do their work. 

Now, if we had to put a single ship in each individual yard I think 
it would throw our entire program entirely out of kilter. 

Mr. Rivers. Wait, now. Let me ask the Secretary a question. 
How many of the 11 shipyards have you utilized to build new ships 
of any category? 

Secretary THomas. Well, we can tell you that very quickly. 
Start with Bremerton. At Bremerton, it is mostly a conversion yard. 
But that is a very important thing. You could build ships in there. 
So they don’t have to have it to keep their skills up, because they are 
doing the major conversions all the time. 

The Cuarrman. Now—— 

Mr. Rivers. He hasn’t told me yet. He hasn’t answered my 
question yet. 

Admiral Mumma. Would you like me to answer that? 

Secretary Tuomas. Well, yes. 

Admiral Mumma. To the best of my recollection, Pearl Harbor and 
Long Beach are the only shipyards that have not constructed ships 
at some time in their lifetime. 

Mr. Rivers. What about since World War II? 

Admiral Mumma. Since World War II, we have been utilizing the 
naval shipyards to a greater degree on conversion work because it is 
better suited to the naval shipyard kind of work. There are several 
reasons for this. One is that it is closer to the battle damage type of 
work. It involves all kinds of skills. It, for example, utilizes elec- 
tricians and shipfitters and pipefitters universally at about the same 
time on the same ship, which would be the case with the battle- 
damage repair. Whereas, new construction: You would have a 
large influx of shipfitters and then you would let them go to replace 
them by sheet-metal workers, to replace them later by electricians, 
and so on. So the conversion work maintains the skills to a far 
greater degree for the type of work that the yards would probably do 
in wartime than does new construction work. And it has the same 
essence of new construction in almost all of it. 

For example, the installation of an angled deck on a carrier is 
fundamentally new construction for that portion of the angled deck. 
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But it just isn’t of as long duration or as disrupting in the yard as is 
that kind of new construction. 

Mr. Rivers. How many ships are you going to build under this 
program, new ships? 

Admiral Mumma. There are 23 new warships in this program. 

Mr. Rivers. Now, how many new ships? 

Admiral Mumma. Total? 

Mr. Rivers. Yes. 

Admiral Mumma. Only 23. There are only 23 new ships in this 
whole program. 

The CHarrMan. Warships? 

Mr. Rivers. Warships. 

Admiral Mumma. Yes, sir. 

Mr. Rivers. That is all, 23 ships? 

Admiral Mumma. Twenty-three ships; that is right. 

Mr. Rivers. Plus—how many you got left over from last year, 
that have not been assigned? 

Admiral Mumma. Oh—- 

Mr. Rivers. Well, you testified there were—— 

Admiral Mumma. Yes; there were 15 left over from last year and 
not yet assigned; that is correct, sir. 

Mr. Rivers. To award 1 new ship to each of the 11 naval ship- 
yards would disrupt your program? You testify to that? 

Admiral Mumma. Yes, sir; I think it would, for this reason: In the 
first place, conversion work—if we did new construction work in the 
naval shipyards to a greater degree than we are doing now, conversion 
work would have to go to private yards. And the conversion work 
is not the kind of work that private yards do habitually or during 
wartime, and it is very hard to specify exact limits of it. It is hard 
to contract for. 

Mr. Rivers. Well, Mr. Chairman, in view of the vigorous opposi- 
tion, and since he says it will disrupt the program—I don’t want to 
disrupt your program. I am trying to help you. But if you say it 
will disrupt your program—and I wouldn’t think you would say 
otherwise after the Secretary just got through saying it himself, but 
since you testified about it I want to withdraw it. 

The CuarrMANn. Thank you. 

I want to say this: I think that was the proper course for Mr. 
Rivers to follow. But we do want to impress upon you that you must 
try to utilize as much as possible all these facilities that are available. 
That is all I want to say. 

Now, members of the committee, let us have a vote. 

All in favor of this bill—what is the number of it, Mr. Kelleher? 

Mr. Kevuener. H. R. 7993. 

The CuatrMan. All in favor of H. R. 7993 as your name is called 
vote ‘‘aye’’—is a quorum present? 

Mr. KeLLeneEr. Yes, sir. 

The CHarrMAN. And all opposed, vote ‘‘no.’ 

Call the roll. 

Mr. Ke.iener. Mr. Chairman, there is an amendment trom 9,000 
to 11,000 tons on the cruiser on page 1, line 8. 

The CuHatrman. All in tavor of the amendment, say ‘‘aye.”’ 
[Chorus of “aye.’’] 

The CuatrmMan. The amendment is agreed to. 
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Now, all in favor of voting favorably H. R. 7993 as your name is 
called, vote ‘aye.’ 

(Rollecall.) 

Mr. Ke.iener. The vote, Mr. Chairman, is 23 “ayes,” no ‘‘nays.”’ 

The CHarrman. A quorum present, with 23 voting in the affirma- 
tive, and none in the negative, the bill is recommended to be reported 
favorably to the House. 

Now, members of the committee, we will go in executive session. 

Before we go into executive session, I want to say that I will not ask 
the full committee to meet again until Mr. Kilday finishes and is ready 
to report to the committee the medical dependent care bill. 

This morning there has been sent to my office the breakdown on the 
construction bill. And just as soon as we finish with Mr. Kilday’s 
bill, then we will go to work on the construction bill. 

Mr. Rivers. That is the public-works bill? 

The CHarrMANn. Public works. 

Mr. Kitpay. Mr. Chairmaa, may I make an announcement” 

The CHarrMan. Yes. 

Mr. Kripay. Subcommittee No. 2 will meet on Monday at 10 
o’clock to consider the medical dependents care bill, and that the 
meeting of Subcommittee No. 2, scheduled for immediately after this 
meeting today on miscellaneous bills, will be at 2 o’clock this afternoon. 

The CuHarrmMan. Now, let the committee go in executive session. 

Mr. Bray. Mr. Chairman. 

The CHarrMan. As I understand, the Navy Department wants this 
shown in executive session. Al who are not connected with the Navy 
in some official capacity please retire. 

And I want to ask Me. Kelleher to use these three fine statements 
in writing our report. They have valuable informatior, ip all three, 
and use them as much as the facts warrant, in setting the facts out 
to the House. 

M~. KEeELLEHER. Yes, sir. 

(Whereupon, at 11:22 a. m., the committee went into executive 
session. ) 

O 














DEPOSITED BY a 
~ cso AME “ — 
UNITED STATE F UNIVERSITY 


OF MICHIGAN 


tonite 
- fy Lt a bomen | 
Feo 710 7855 


VY ivvy 
MAIN 
[No. 47] READING ROCM 


SUPPLEMENT TO FULL COMMITTEE HEARING NO. 42 ON H. R. 8499 


(H. R. 8710) TO AMEND THE ARMED SERVICES PROCUREMENT 
ACT OF 1947 
House oF REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., Tuesday, January 24, 1956. 

The committee met at 10:15 a. m., Hon. Carl Vinson (chairman) 
presiding. 

The CHarrMan. Let the committee come to order. 

There is a quorum present, Mr. Smart? 

Mr. Smart. A quorum is present, Mr. Chairman. 

The CuHartrMAN. Members of the committee, let me make this 
brief statement. 

Last Tuesday the committee considered H. R. 8499, and by unani- 
mous report recommended the bill to be reported to the House. 

When the staff went to work on the bill, to get up the report, they 
found that the language in that bill, on page 2, line 5 to line 16, did 
not 

Mr. Norsiap. What is the number again, Mr. Chairman, the 
number of the bill? 

The Cuartrman. Oh, the bill? You have it right before you. 
H. R. 8499. It isin H. R. 8710. Inside you will find H. R. 8499. 

Now I will start over. 

When the staff began to prepare the report, they found this language 
did not jibe with the thought that prevailed in committee. 

From further study we found that we were also trespassing, 
probably, upon the jurisdiction of other committees. 

So yesterday I prepared and dropped in the hopper 8710, with 
modified language which seeks to carry out what was the intent of the 
committee. 

So at this point I will ask Mr. Smart to make a statement, and then 
Mr. Courtney. 

Mr. Smart. 

Mr. Smart. Mr. Chairman, as you have pointed out to the mem- 
bers, your clean bill, H. R. 8710, is identical in all respects to the bill 
reported by the committee on the 17th, H. R. 8499, in that it incorpo- 
rates all of the amendments adopted by the committee, with one ex- 
ception. The single change from the final action of the committee on 
H. R. 8499, and the clean bill, H. R. 8710, appears on page 2 of the 
new bill, on lines 9 through 12. 

Mr. Chairman, as you pointed out to the members, following the 
final action of the committee on the 17th, we of the staff started pre- 
paring the report, justifying the action taken by the committee. 
When we came to the justification of the language on page 2 of the 
bill reported, lines 5 through 15, we ran into difficulty. 

The members will recall that during the consideration of the bill it 
seemed to be the clear wish of the committee to preserve what we 
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called the status quo. Therein arose the trouble. What was the 
status quo that we were talking about? 

You will recall, relative to the general broad negotiating authority 
of exception 2 (c) (1) of the Armed Services Procurement Act, the 
departments pointed out that they wished to restrict themselves and 
had done so by a new directive which became effective on January 1 
of this year. They had restricted themselves, under 2 (c) (1) to five 
areas, one of which was to permit the contracting officer to make de- 
cisions on contracts up to $100,000 instead of $25,000, in the field of 
research and development contracts. 

Three additional areas were programs in furtherance of small 
business, major disaster areas, a 6 surplus labor areas. 

The fifth was another catchall section which the committee rejected. 

So the departments pointed out that if they were to continue to 
operate in the same manner as they had been under 2 (c) (1), that it 
would be necessary for the committee to write into specific exceptions 
in section 2 (c), following section 1, the authority to do so. 

Now, when we talk about the status quo, what did the committee 
mean? Did it mean to preserve the authority which they were 
exercising under the general provisions of 2 (c) (1) in the field of sur- 
plus labor, small business and disaster areas, or did it mean to preserve 
their authority to negotiate contracts in those specific areas if such 
contracts were otherwise authorized by law? 

I came to the conclusion that the latter was the intent of the 
committee. 

In the first place, the committee, very properly, I think, consist- 
ently takes the position that it must not legislate in areas which are 
within the jurisdiction of other standing legislative committees of 
the House. 

I think it is evident to all that we have no primary jurisdiction 
under the rules of the House in the areas of small business, in the 
areas of disasters, and in the areas of surplus labor. 

There are other committees of the House—Banking and Currency, 
and perhaps Public Works through their programs—that are in those 
specific fields. 

So that in trying to do what we thought the committee wanted to 
do we prepared new language which now appears on page 2 of the 
new bill, H. R. 8710, on lines 9 through 12. 

A reading of that language clearly points out that if the negotiation 
of military procurement contracts in support of the three programs 
[ have mentioned, is to be done under the Armed Services Procure- 
ment Act, it must be authorized by law coming from the committee 
of the Congress which has jurisdiction to legislate in that field. 

So what we have‘tried to do, Mr. Chairman and members of the 
committee, is to restrict ourselves to our own jurisdiction and let the 
Congress in its wisdom provide such authority as it may wish in these 
other areas over which we have no jurisdiction. 

The CuartrMan. Members of the committee, I think the statement 
Mr. Smart just made clarifies the issue completely. 

So with that thought in mind, I think the proper thing for us to do 
is to reconsider our action in regard to H. R. 8499 and, if the com- 
mittee reconsiders it, then to adopt the language in H. R. 8710 and 
report 8710 to the House. 

Mr. Rivers. Could I ask him one question, before you do? 
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The CHAIRMAN. Yes, sir. 

Mr. Rivers. Does that mean, Mr. Smart, before they can award 
a contract in a labor-surplus area by negotiation they first have to 
have legislation by this committee or a committee having jurisdiction. 

Mr. Smart. The latter, Mr. Rivers. 

Mr. Rivers. Wait 

Mr. Smart. That is exactly the intent of this language, Mr. Rivers. 

Mr. Rivers. Wait a second. 

Mr. Smart. Before they may negotiate military procurement con- 
tracts in support of a labor surplus area, the Congress must have so 
provided in another act of Congress. 

Mr. Rivers. And this act doesn’t give them any such authority? 

Mr. Smart. It does not, sir. And I would like to say in that 
regard, in the specific field of labor surplus areas, you will find good 
lawyers disagreeing as to what, for instance, the Defense Production 
Act grants by way of that authority. 

Mr. Rivers. Nee. 

Mr. Smart. Because first you have the Defense Production Act 
and then you have an Executive order by the President. 

Mr. Rivsrs. That is right. 

Mr. Smart. Then you have ODM directive No. 4. You can read 
the Defense Production Act until you are blue in the face, trying to 
find specific authority to negotiate. But you can’t find it. If you 
will trace the act through the Presidential action down to directive 
No. 4 from ODM, you will find no clear-cut authority to negotiate 
or make set-asides for surplus labor areas. They are doing these 
things today under inferential authority. 

I don’t think this committee takes any position as to whether such 
authority is good, bad, or indifferent. Maybe |the 37 members of 
this committee would unanimously vote to give that authority. But 
let that be brought from the committee that has jurisdiction over it. 
We should assume no jurisdiction over it here. 

Mr. Rivers. And this grants no such authority. 

Mr. Smart. That is correct, sir. 

The CuairMan. Now, members of the committee, I think we under- 
stand everything 

Mr. Bates. Mr. Chairman. 

The CuarrMan. Mr. Bates. 

Mr. Bates. Now, Mr. Smart, amplifying on your latter statement. 

Mr. Smart. Yes, sir. 

Mr. Bares. Do you understand, then, that as far as your interpre- 
tation of the law is concerned, there is still authority in law to grant 
contracts to distressed areas? 

Mr. Smart. Mr. Bates, I take no position as to whether there is or 
is not such authority. 

Good lawyers disagree as to whether or not there is such authority. 
I would say today it is being done under an interpretation of the 
Defense Production Act and subsequent actions, official actions of 
the executive branch. Such authority is interpreted as having been 
granted by inference. 

Mr. SHort. But the authority must come from the committee 
that has proper jurisdiction, 

Mr. Smart. But, Mr. Bates, I would not want to take any position 
on interpreting what an act of another committee of the Congress 
authorizes in these areas under discussion. 
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Mr. Bates. Mr. Chairman 

The CuarrMan. Let me say this: There is specific authority in 
the small-business legislation to do it. 

Mr. Bates. Now, is that a fact? 

The CHarrMANn. Yes. 

Mr. Smart. The Small Business Act contains some specific negoti- 
ating authority. 

Mr. Bargs. Mr. Smart says good lawyers will argue on that basis. 

Mr. Smart. Not in the field of small business, as such. 

Mr. Barss. I am talking about distressed areas. I am satisfied 
on small business. 

Mr. Smarr. All right. 

Mr. Bares. I am talking about distressed areas. There is no ques- 
tion that when we eliminate 2 (c) (1) here, the authority which is clear 
under the provisions of this original bill will be taken away. 

Now, the question is, What is the net effect? 

Mr. Smarr. The net effect is this, Mr. Bates: If the committee 
adopts the language in the new bill, in my judgment—and it is only 
my opinion—it would take away the negotiating authority in surplus 
labor areas as well as the set-asides presently being performed. I 
think that would be true. 

But the Defense Production Act expires on the 30th day of June 
of this year. The Banking and Currency Committee must consider 
whether or not it shall be extended. And at the same time it would 
be within their jurisdiction and appropriate for them to determine the 
authority to contract either by sealed bid, by negotiation, by set-asides 
or however they want to do it, and then let the Congress pass upon 
that in a separate action. 

Mr. Rivers. But if it were a military contract, then we would have 
jurisdiction? 

Mr. Smart. That is correct, sir, if they granted the authority. 

Mr. Rivers. Yes, sir. 

The Cuarrman. Mr. Short, you desire to say anything on this? 

Mr. SHort. No, except, Mr. Chairman, to say I think it is most 
fortunate that counsel caught the error before we took the original bill 
on the floor of the House. We would have been in the bitterest dog- 
fight over there. 

Mr. Rivers. That is right. 

Mr. Suort. We are jealous of jurisdiction and prerogatives and we 
are not going to tresspass upon the jurisdiction of other committees. 
We have to have the friendship of all of them in order to get legis- 
lation through the Congress. And I want to congratulate Mr. Smart. 

ane Rivers. I do, too, Mr. Chairman. I think it should be on the 
record. 

The CuarrMan. I want to say this for the record. 

I have been here for a long time and I have had the pleasure of 
serving with a great many chief counselors and chief clerks of the 
committee. I take my hat off to Mr. Smart. And when I pass out 
of this chair, I hope my successor will continue to have the valuable 
aid and assistance of Mr. Smart. 

Now, in view of that statement, I am moving that H. R.—— 

Mr. Netson. Mr. Chairman. 

The CHAIRMAN. Yes, sir. 

Mr. Neuson. Could I ask Mr. Smart a question, Mr. Chairman? 
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If, Mr. Smart, the actions which the Defense Production Adminis- 
tion are performing now of setting aside certain contracts to be 
allocated to labor surplus areas is there, then this new bill recognizes 
that they are authorized to do them? 

Mr. Smart. Correct, sir. 

Mr. Netson. So that if the Defense Production Act is continued 
the way it reads today and their action in allocating contracts to labor 
surplus areas is valid, then this bill recognizes that as a legal act? 

Mr. Smart. That is exactly what we propose to do, to preserve 
such legal authority as has otherwise or may hereafter be conferred. 

Mr. Rivers. Military contracts? 

Mr. Smart. Such law: as they have. We don’t try to interpret 
that law. But I question whether or not that authority exists. 

Mr. Rivgrs. Military jurisdiction? 

Mr. Smart. From a personal standpoint, I question it. But it 


a“ exist. 

he CHarrMan. I move the committee that the committee recon- 
sider its action in voting favorably on H. R. 8499, and on that, to keep 
the record absolutely straight, I ask for a rollcall. 

All ia favor of reconsideration of that bill, by which it was unani- 
mously passed, when your name is called, vote “aye,” and all opposed, 
vote “no.” 

(Rollecall.) 

Mr. Smart. Mr. Chairmaa, on this vote there are 23 yeas 

The CHarrMan. How many? 

Mr. SMart. 23 yeas and 2 have voted present. 

The CuHairmMan. A quorum being present, 23 having voted to 
reconsider H. R. 8499, and 2 having voted present, the committee 
reconsiders its action in favor of reporting H. R. 8499. 

Now, members of the committee, I call up H. R. 8710, which as 
Mr. Smart has just stated is identical in every respect with H. R. 8499 
except the language on page 2, lines 9 to 12 

Members of the committee, I move that H. R. 8710 be favorably 
reported to the House. 

Mr. Smart. In lieu of H. R. 8499, sir? 

The CHarrMANn. No; we don’t have to make that. 

Mr. Smart. Yes, sir. 

The CuarrMaAn. Well, you can say in lieu of. Allright. You can 
add that to it, in lieu of 8499. 

Now, call the roll. 

All in favor of reporting favorably H. R. 8710, when your name is 
called, vote “aye, and all opposed vote “‘no.”’ 

(Rollcall.) 

Mr. Smart. Mr. Chairman, on this vote there are 24 yea’s, no nay’s, 
and 1, Mr. Bates, has voted present. 

The CHarrmMan. The bill is reported to the House. 

And Mr. Smart, you and Mr. Courtney, fix up the report and Mr. 
Short and I will go before the Rules Committee and ask for a rule 
just as soon as the report is ready for filing. 
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SUBCOMMITTEE HEARINGS ON S. 2624, S. 1261, H. R. 2452, H. R. 
5657, H. R. 8101, S. 1959 


Hovuske oF REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SuBpcomMITTEs No. 3, 
Washington, D. C.. Thursday, January 12, 1956. 

The subcommittee met at 10 a. m., Hon. Carl T. Durham (chairman 
of the subcommittee) presiding. 

Mr. Duruam. The committee will come to order. 

We have several bills to consider this morning, most of them dealing 
with real estate, and from my study of them I don’t think that any 
of them are controversial. So we shall proceed to take up the first 
one. 

We will consider S. 2624 first. 

(S. 2624 is as follows:) 

[S. 2624, 84th Cong., 2d sess.] 


AN ACT To amend an Act entitled ‘An Act to provide for the sale of the Port Newark Army Base to the 
city of Newark, New Jersey, and for other purposes,’’ approved June 20, 1936, as amended 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That in view of the national interest in the future 
maintenance and development of the Port Newark Army Base as a marine termi- 
nal in good operating condition, and to encourage, by providing a sound economic 
basis therefor, the investment by the Port of New York Authority, during the 
remainder of its term as lessee of the premises, of such sums for maintenance, 
repair, rehabilitation, or reconstruction of wharves, buildings, or other installa- 
tions as may be necessary to provide and maintain such a terminal, now there- 
fore, the first section of the Act entitled ‘““An Act to provide for the sale of the 
Port Newark Army Base to the city of Newark, New Jersey, and for other pur- 
poses,”’ approved June 20, 1936, as amended, is further amended by striking out 
‘‘And provided further, That such conveyance shall be made upon the condition 
that the United States, in the event of war or of any national emergency declared 
by Congress to exist, shall have the right to take over said property and shall pay 
to the city of Newark as liquidated damages a sum equal to 3 per centum per 
annum on the amount therefore paid on the purchase price of the said property 
by the said city during each year or part thereof that the said property is occupied 
under such taking by the United States, the said property to be returned to the 
city of Newark upon the expiration of such war or national emergency”’’, and 
inserting in lieu thereof the following: ‘“‘And provided further, That such con- 
veyance shall be made upon the condition that the deed executed by the Secre- 
tary of the Army shall include a provision prohibiting the city of Newark from 
utilizing or allowing the property to be utilized for purposes other than as a 
marine terminal and shall contain the express condition that whenever the Con- 
gress of the United States declares a state of war or other national emergency to 
exist, the United States shall have the right, subject to the obligation to make 
payments as hereinafter provided, to reenter the property and use the same or 
any part thereof, including any and all improvements made thereon durin its 
occupancy by the city of Newark or its lessees, for the duration of such sta‘e of 
war or other national emergency. If the property is not returned by the United 
States to the city of Newark prior to the termination of such state of war or other 
national emergency, it shall revert to the city of Newark upon the termination of 
such state of war or other national emergency. During each year or part thereof 
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that the said property-is loecupied by the United States under a reentry during 
such state of war or other national emergency, the United States shall pay to the 
city of Newark or, if the property is then under lease, then to the city’s then 
lessee, a rental.or rentals to be computed as follows: 

““(1) If subsequent to August 1, 1955, but prior to the date of such reentry there 
has been expended (other than by the United States) less than the sum of $3,- 
000,000 for the capital repair or improvement, and reconstruction or rehabilita- 
tion, other than normal maintenance, of the said property including any part 
thereof and the wharves, buildings, structures, or other installations thereon or 
therein, then and in such event the United States shall pay as the annual rent a 
sum equal to 3 per centum of the amount theretofore paid on the purchase price 
of said property by or on behalf of the city of Newark. 

“(2) If subsequent to August 1, 1955, but prior to the date of such reentry, 
there has been expended (other than by the United States) $3,000,000 or more 
but less than $10,000,000, for the capital repair or improvement, and reconstruc- 
tion or rehabilitation, other than normal maintenance, of said property including 
any part thereof and the wharves, buildings, structures, or other installations 
thereon or therein, then and in such event the United States shall pay as the 
annual rent $60,000 plus a sum equal to three-fifths of the annual fair rental value 
of said property on the date of such reentry. 

““(3) If subsequent to August 1, 1955, but prior to the date of reentry, there 
has been expended (other than by the United States) $10,000,000 or more for the 
capital repair or improvement, and reconstruction or rehabilitation, other than 
normal maintenance, of the said property including any part thereof, and the 
wharves, buildings, structures, or other installations thereon or therein, then and 
in such event the United States shall pay as the annual rent $60,000 plus a sum 
equal to that part of the annual fair rental value of the property on the date of 
such reentry which is the same proportionate part of the annual fair rental value 
on that date as the excess of the fair market value of the premises on the date of 
such reentry over $3,200,000 is of the total fair market value on that date. 

*‘The deed shall further provide that in establishing the fair market value or 
the annual fair rental value as of the date of reentry when such value of values 
are required for rent computation purposes, the United States and the city of 
Newark, or if the property is then under lease, then the United States and the 
city’s lessee, shall be guided by two appraisers, one to be appointed by the United 
States and one by the city or the city’s lessee, and if the United States and the 
city, or if the property is then under lease, then the United States and the city’s 
lessee are unable to agree on the fair market value or the annual fair rental value 
as of the date of reentry, then said value or values shall be determined by the 
United States District Court in and for the District of New Jersey, and jurisdic- 
tion is conferred on that court for such purpose. 

“The deed shall further provide that there shall be exluded from consideration 
as part of the sums expended by others than the United States any moneys that 
may be paid to the city of Newark or its lessee by the United States in lieu of 
restoration, if any, of the said property to be performed under any lease to the 
United States of said property or as restoration costs incurred by the United 
States, during any period of reentry as herein provided, regardless of whether or 
not the funds are thereafter actually expended for capital repair or improvement, 
or reconstruction or rehabilitation, of the said property. 

“The deed shall further provide that during any period of reentry hereunder, 
the United States shall have the right to make additions, alterations, modifica- 
tions, or improvements to the property and that such additions, alterations, 
modifications, or improvements placed in, upon, or attached to said property may 
be removed by the United States prior to the return of the property to the city of 
Newark or its lessee. 

“Prior to or at the expiration of the state of war or other national emergency 
during and on account of which the right to reenter said property herein granted, 
is exercised, but not later than the expiration thereof, the property shall be re- 
turned to the city of Newark or if the property is then under lease, then to the 
city’s then lessee: Provided, however, That unless the United States shall return 
the property and the wharves, buildings, structures, and installations thereon and 
therein in the same condition as at the time of reentry the fair and reasonable 
restoration costs (which costs shall include the fair and reasonable costs of the 
reinstallation of any machinery, equipment, or fixtures placed on the property 

rior to the reentry and removed therefrom by or at the request of the United 
States during the period of its occupancy), as agreed upon by the United States 
and the city of Newark or if the property 1s then under lease, then by the United 
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States and the city’s then lessee shall be allocated between the United States and 
the citv of Newark or its then lessee as follows: 

“(a) If the annual rent paid by the United States is computed in accordance 
with subparagraph (1) hereinabove, then and in that event the United States 
shall pay no part of such costs; : ; : 

““(b) If the annual rent paid by the United States is computed in accordance 
with subparagraph (2) hereinabove, then and in that event the United States 
shall pay to the city of Newark or if the property is then under lease, then to the 
city’s then lessee three-fifths of such costs; and 

‘“(c) If the annual rent paid by the United States is computed in accordance 
with subparagraph (3) hereinabove, the United States shall pay to the city of 
Newark or, if the property is then under lease, then to the city’s then lessee so 
much of the said costs as is the same proportionate part of the total of such costs 
as the annual rental paid by the United States (less $60,000) is of the annual fair 
rental value. 

“Tn the computation of restoration costs damage caused by reasonable wear and 
tear, by action of the elements, or by circumstances beyond the control of th: 
United States other than acts of war or of enemies of the United States, shali be 
excluded. 

If the United States and the city of Newark or its then lessee are unable to 
agree on the fair and reasonable restorations costs, then said costs shall be deter- 
mined by the United States District Court in and for the District of New Jersey 
in accordance with the provisions of this Act and jurisdiction is conferred on that 
court for such purpose.” 

Sec. 2. Nothing contained in this Act shall impair, or be construed to impair, 
in any manner whatsoever, any other right or rights the United States may now 
or hereafter possess to condemn, seize, lease, or otherwise take over the property 
in accordance with the applicable provisions of the laws of the United States. 

Sec. 3. The Secretary of the Army is authorized to execute a supplement to 
the contract of sale entered into with the city of Newark, New Jersey, pursuant 
to the Act of June 20, 1936, in order to make effective the amendments made to 
said Act by this Act, but, in any event, the deed to be delivered to said city by 
the United States upon receipt of the final payment of the purchase price shall 
conform to these amendments. 

Passed the Senate July 30, 1955. 

Attest: FELTON M. JoHNsTON, Secretary. 

Mr. Duruam. Who is here to appear? 

Mr. Ketiener. Mr. Frank Ewing is here, Mr. Chairman, Deputy 
Assistant Secretary of Defense for Properties and Installations. 

Mr. Duruam. Will you come around, Mr. Ewing, and tell us what 
you know about this bill. 

Secretary Ewina. Sir, I have with me Mr. Henry Pike, Counsel. 

Mr. Duruam. Who is going to make the statement, you or Mr- 
Pike? 

Secretary Ewinc. I will. 

Mr. Duruam. Go ahead; proceed. 

Secretary Ewina. Mr. Chairman, gentlemen of the committee. 
Public Law 730 was enacted by the 74th Congress in 1936. It au- 
thorizes sale to the city of Newark of 137 acres of land and the existing 
structures known as the Army base at a purchase price of $2 million, 
payable starting at $100,000 per year and later becoming $200,000 
per year. This law further provides that the United States Govern- 
ment may recapture this property in the event of a national emergency 
declared by Congress, in which case the Government shall pay to the 
city of Newark as liquidated damages the sum of 3 percent per year 
of the amount paid toward the purchase price of the property. ‘This 
would amount to a maximum of $60,000 per year, since the entire 
$2 million purchase price has been paid. The structures include the 
3,800 linear feet of wharf at the Army base built by the United States 
Government in 1948 as temporary buildings for use in World War I. 
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At the end of that war the property was vacant for several years. 

Mr. Cote. You interrupted yourself a couple of times, so I have 
lost your thought. 

Secretary Ew1na. I am sorry. 

The structures were built for World War I. At the end of that 
war the structures were vacant for several years. Thereafter, until 
1936, the property was used by private terminal operators under vary- 
ing arrangements with the Federal Government. 

The city of Newark entered into the purchase agreement in 1936. 

Sir, my attempt here has been to give you some background of the 
origination of the improvements on this property. 

In 1942 the Federal Government recaptured the property for use in 
World War II. It was returned in 1946, and again was devoted to 
commercial usage until January of 1951. At that time the Air Force 
leased the area for a maximum period of 5 years, retaining the right, 
however, to terminate the lease at any time on 90 days’ notice. 

Mr. Coxe. Leased it from the city? 

Secretary Ewina. Yes, sir. 

Mr. Cote. Can you explain why the Air Force would lease it from 
the city rather than exercise the right of recapture? 

Secretary Ew1ne. Yes, sir; the bill provided for recapture in the 
event of a congressional declaration of emergency or war. At that 
time there was a Presidential declaration and, therefore, it was 
necessary to enter into a lease with the city for the property rather 
than exercise their rights of recapture. 

Mr. Coxe. Well, if I may, Mr. Chairman, what was the rental paid 
by the Air Force, the equivalent of the 3 percent on the city’s payment? 

Secretary Ewrna. Sir, substantially more than that. The pay- 
ment was $552,000 a year, of which a portion was used for payments 
by the city as damages to tenants who were dislocated. That portion 
was approximately $80,000 per year, I am informed. 

Mr. DurHam. How many years did the Air Force hold it? 

Secretary Ewina. Sir, for approximately 5 years. 

Mr. Cous. And if that declaration of emergency had been declared 
by the Congress instead of by the President the Federal Government 
would have paid the city of Newark $60,000, but actually it paid the 
city $552,000? 

Secretary Ewina. Yes, sir. 

Mr. Cour. It cost approximately half a million dollars in this one 
instance for the Congress to suffer and acquiesce in a national emer- 
gency declared by the President, and the Congress didn’t ratify it by 
action by the Congress itself. 

Secretary Ewina. That was per year, sir, the $552,000 per year. 
The $60,000 was per year. The term of taking was approximately 
5 years. 

Mr. Duruam. Well, that act was written in what year, 1917? 

Secretary Ewinc. Maybe I should correct this, the approximate 
time was 4 years. The term ended in August of 1955. 

Mr. Coe. Well, it was a difference of approximately half a million 
dollars a year, then, during the period that the Air Force used it? 

Secretary Ewina. Yes, sir. 

Mr. Coxe. The date of the original limitation was 1936. 

Mr. Duruam. Is that correct? 








ea i 2 mt 


aes iei 


Pla Ci ad Sor 























5375 


Secretary Ewina. Yes, sir. The date of 1936 is the date of sale 
to the city of Newark. 

Mr. Duruam. That is correct. 

Secretary Ew1na. Spot repairs have been made by various tenants 
from time to time in order to keep the property in short-term usage. 
No basic rehabilitation work has been undertaken since the original 
construction of the wharf and building in 1918. The basic structural 
condition of the wharf and buildings is now such that the investment 
of substantial sums of moneys for rehabilitation will be required 
before substantial commercial tenants will agree to occupy the space. 
Extensive work must be done on water mains, sprinkler systems, 
foundations, platforms, roadways, and roofing, and numerous other 
basic necessities. Investment of the necessary funds, except by the 
United States Government, cannot be expected unless and until 
Public Law 730 is amended to obligate the Federal Government to 
pay a reasonable rental in the event the Government recaptures the 
property after a substantial additional investment is made. 

The value of this large and strategically located parcel of property, 
both to the city of Newark and to the Federal Government in peace- 
time, and during a national emergency, is very great. It has 3,800 
linear feet of wharf, fronting on a modern deep water channel, with 
35 feet of depth at low tide, seven large ocean vessels can be berthed 
at one time. The buildings extending inshore from the wharf for a 
distance of 1,100 feet have a potential cargo storage capacity of 
about 1,800,000 square feet. The Department of Defense considers 
that rehabilitation of this terminal so as to increase its capacity for 
handling freight, and water shipments, is an important consideration 
in the accounting of our mobilization reserves. If this can be accom- 
plished by private capital for private usage, and can be ready and 
available for the Federal Government, and particularly the military 
departments in the case of an emergency, we consider that a desirable 
objective. 

Mr. DuruHam. You are not using it at all now? 

Secretary Ewina. It has been returned, sir. The lease has been 
terminated. 

We support the bill. We suggest an amendment thereto. 

Mr. Coun. Before you suggest amendments why don’t you suggest 
what the bill does, or have you done that? 

Secretary Ewine. I beg your pardon, sir. The bill offers a new 
schedule of payments providing that after $3 million additional 
investment by the city of Newark or its designees there will be no 
additional payment beyond the $70,000 annual rent. For invest- 
ments——— 

Mr. Cote. IT don’t quite understand. 

Secretary Ewina. Sir? 

Mr. Cote. In case the Government recaptures and reuses, it is 
required to pay not more than the $60,000 a year unless there have 
been spent by way of capital improvements more than $3 million; is 
that right? 

Secretary Ew1na. Yes, sir. When the sum of from $3 million to 
$10 million has been spent, the Government will pay under recapture 
$60,000 per vear annual rent plus three-fifths of the amount so 
expended in additional capital improvements. 
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Mr. Coxe. I don’t understand that. 

Secretary Ewina. I beg your pardon, plus three-fifths of the fair 
rental. 

Mr. Coir. Who is going to determine the fair rent? 

Secretary Ewina. It is to be determined, sir, by 3 appraisers, 
1 selected by the United States Government, 1 selected by the city of 
Newark, and the third selected by those 2. 

Mr. Coxe. How do you arrive at three-fifths? If the Government 
is using it, why shouldn’t it pay all? 

Secretary Ew1ne. The Government now has an equity value for 
the improvements there which it may have for the payment of $60,000 
a year, so we consider that for the payment of $60,000 a year it has 
the right of using the value of the property as it now exists. We 
would pay the additional amount for the improvements. 

Mr. Cote. You mean that the $60,000 represents the two-fifths of 
the rental? 

Secretary Ewinc. Yes, sir. 

Mr. DurHam. Well, is it assumed that $3 million will keep the 
port in pretty good usable shape; is that the idea of limiting this to 
$3 million expenditure without anv rental? 

Secretary Ewina. Sir, we feel that there will be the loss of some 
facilities that now exist in making an improvement, so until $3 million 
has been spent we are not considering that a substantial additional 
amount of facilities will exist. 

It is our understanding and our belief that substantially more than 
$3 million will be spent in toto, but should they spend only $3 million 
no subst intial additional capacity will have been created, because the 
first $3 million will be spent to replace certain facilities that are now 
there, we believe. When $10 million, or more, has been spent for 
major capital improvements, it is anticipated that the proportion of 
the fair rental which will be paid in addition to the $60,000 will be 
that proportion of the then fair value of the property minus $3,200,000 
to the total fair rental of the property. 

Mr. Duruam. How are these complicated contracts worked out? 

Mr. Ketuener. May I suggest I read the contract with figures 
used rather than in narrative fashion. 

Assume that $10 million is spent on improvements, as Mr. Ewing 
has said. The property then has a total market value of $13,200,000. 
That is made up of the $10 million that is spent plus the $3,200,000 
which is the agreed current value of the property. Take that 
$13,200,000 and subtract the value today, $3,200,000, and divide 
that by the fair market value, which is the $13,200,000. You will 
come out with 75% percent. Seventy-five and three-fourths percent 
of $1,065,000, which is the fair market rental value, would come to 
$799,920. The base rent is $60,000. That would be added to it, 
and under these circumstances, you would have a rental of $859,920. 

Mr. Mo.ionwan. Per year? 

Mr. Ke_uener. Yes. 

Mr. Moutionan. That the Federal Government will be paying? 

Mr. Ke_uener. Yes. 

Mr. Bennert. Will he have title to the property then? 

Mr. Ketiener. No, it was sold. This is for a lease only. 

Mr. Bennett. To whom? 

Mr. Ketueutr. To the city of Newark in 1936. 

















5377 


Mr. Motionan. And we are going to pay them this amount of 
money? 

Mr. Ketutener. You understand they will have spent $10 million 
in improvements and increasing our mobilization base in time of war. 
They won’t spend this money, they have said, unless we agree to a 
formula such as this. 

Mr. Duruam. This is a way of keeping a base in readiness, in 
standby all of the time? 

Mr. Ke.uener. Yes. 

Mr. Coz. What does the $3 million figure represent? 

Mr. Kewtuiener. That is an agreed figure, agreed between the 
Department of Defense and the city of Newark, as the current value 
of the installation today. 

Mr. Cote. Property that was worth $2,000,000 in 1936 today is 
worth $3,200,000? 

Mr. KeLuener. Yes. 

Mr. Cots. I dare say the city of Newark would hesitate a long, 
long time before they would ever relinquish that property for $3% 
million. 

Secretary Ewine. Sir, that property today does not have any 
substantial value. 

Mr. Cote. In the condition it is in? 

Secretary Ewine. Yes; in the condition it is in. 

Mr. Couez. Yes, but the location is extremely valuable. 

Mr. Bennett. Do we pay anything under this agreement prior 
to taking it for actual military usage? 

Secretary Ew1nea. No, sir. 

Mr. Pixs. Mr. Cole, may I point out that the sale price in 1936 
was $2 million, but that was not an outright sale but a sale subject to 
a right of reentry upon payment of the $60,000 lease, so it is not 
absolutely true that $2 million represented the actual fair value. 

Secretary Ewrna. Sir, the appraisals at that time showed values of 
$2,300,000 and $2,600,000. The intent of this bill is to retain to the 
Federal Government the right of using such facilities as exist for a 
payment of $60,000, and to pay a reasonable and fair return on such 
additional facilities as are provided. 

Mr. Bennett. Will we pay the $60,000 prior to making the military 
use of it? 

Secretary Ewina. We pay nothing, sir; until we take the property. 

Mr. Bennett. If the city of Newark now owns the property why 
do we have to make an arrangement with them as to something we 
may do if we have an emergency? 

Secretary Ewrna. Sir, it was their request that we relinquish our 
right to take the property for $60,000. We refused to relinquish that 
right which we now have in the property because we consider that 
to be of value to the Federal Government. They, however, feel that 
they cannot afford to spend approximately $10 million with the 
possibility that the Federal Government may take that property 
over and only then have a leased figure or a figure as liquidated 
damages for the use of the property of $60,000 a year. 

Mr. Coe. Well, that objection we don’t blame them for raising, 
but that can be readily adjusted by paying the city of Newark the 
same yardstick that the city of Newark was ready to accept in 1936, 
which is 3 percent on the investment which the city of Newark may 
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have or may create in this property. So if they spend $10 million or 
$15 million, investing that much of their funds, the same as they did 
when they bought it for $2 million, why, the Federal Government 
would pay them 3 percent on their investment. What is their 
objection to that? 

Secretary Ewine. The objection, sir, is that they could not thereby 
depreciate, pay interest, and amortize the investment that they 
would then have in the increased facilities. 

Mr. Coir. That argument is no more forceful today than it was 
in 1936, is it? 

Secretary Ewine. In 1936 they were taking a substantially addi- 
tionally valuable piece of property for $2 million. 

Mr. Cots. You mean worth substantially more than $2 million. 
You just got through telling me that the city of Newark paid approxi- 
mately the appraised value of the property. 

Secretary Ewina. Sir, I believe I said the appraisals we had at 
that time were $2,300,000 and $2,600,000. And the city of Newark 
at that time apparently had several other reasons for wishing to buy 
the property, one of them being that a corporation known as McClure 
Corp. was leasing the property from the Federal Government and 
was indulging in cutrate practices on the waterfront and making 
difficult the operation of otber waterfront properties that the city 
of Newark held. 

Mr. Cote. Well, actually, I don’t see where your proposal preserves 
in the Federal Government any right which the Government couldn’t 
exercise without such a clause in the deed. In a state of emergency 
the Federal Government has the right to take over any property and 
pay a reasonable rent, and that is all you propose to do in your sug- 
gestion, isn’t it? 

Secretary Ewina. No, sir: we would receive the first $3,200,000 of 
value for $60,000 per year rental, and I believe that our records will 
show that generally under takings we have had to pay for commercial 
property between 6 and 12 percent a year of the value of the property 
as a fair annual rental. 

Mr. Duruam. Your main objective is to have the port in readiness. 
At the present time it is no good for you unless the money would be 
spent by us if we should take it over isn’t; that correct? 

Secretary Ewrna. Sir, we have two main objectives. One, to have 
the port in readiness with substantial facilities available, and those 
provided without cost to the United States Government. Second, to 
preserve to the United States the value of its existing contract. 

Mr. Duruam. This doesn’t cost us anything unless we exercise our 
authority. 

Secretary Ewrna. Yes, sir. 

Mr. Osmers. Mr. Chairman, I am sponsoring this bill in the House, 
and I do not consider myself expert on the terms of the lease, the 
financial side of the lease being discussed here. However, I think 
there are a couple of factors that have not been stressed sufficiently. 

In the first place, as I understand it, the Federal Government is 
not now proposing to go in and do anything at Port Newark at all, 
and this looks to me like an opportunity for the Federal Government 
to induce and encourage not the city of Newark, which has been 
mentioned here so frequently—the city of Newark, as I understand it, 
is not going to put up 5 cents. The Port of New York Authority, 
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which operates the airport, and is a bistate agency, operated by 
businessmen in a businesslike way, they control bus terminals, air- 
ports, bridges, tunnels, tubes, and other public facilities, are going 
into the money market and borrow $10 million to improve and operate 
Port Newark. 

Though Port Newark itself is not within the confines of my congres- 
sional district, it seems to me that it is very important for the Govern- 
ment at every opportunity to encourage private capital to go in and 
develop and operate these facilities during peacetime so that in the 
event of a defense need, an armed services need in an orderly quick 
way, we can step into a picture with properly improved ready-to-go 
facilities and certainly a very strategic area. 

Now, it may be argued that 8 percent, or let us say 6 percent, which 
is what it would be taking the total investment, is a high rental to 
pay at that time. I think we all recognize that the Federal Govern- 
ment is supreme in these matters anyway, in my judgment. They can 
go in there and do whatever they want, but I think this bill gives an 
orderly businesslike procedure for the Federal Government to get $10 
million spent on facilities that will be very useful to it without in any 
way obligating the Federal Government to do anything in the future 
if they don’t want to. 

Mr. Duruam. Is the city of Newark assured of this expenditure of 
funds by this private capital? 

Mr. Osmers. Yes; they have been. As a matter of fact, I have 


‘not been importuned by the city of Newark to be active in this con- 


nection at all. The city of Newark, as is common with all large cities 
in the United States, is over its head in debt, and they could not do 
anything. They turned over Newark Airport to the port authority, 
and this would never be done. They are beset by the same problems 
every other big city in the United States has, so they are not going 
to be developing any ports. 

Mr. Cots. What is the 6 percent you are referring to? 

Mr. Osmers. I am referring to some $800,000 figure used here as 
an annual rental on a property worth $13,200,000, and I made a shot- 
gun 6 percent rental on that figure, which I don’t consider to be out- 
rageous and extraordinary, considering that there are no private indi- 
viduals involved in it at all. It is public funds going to a public 
corporation. 

Mr. Duruam. Well, we don’t pay that in case we exercised our 
authority. 

Mr. Cote. Well, it isn’t 6 percent, either. 

Mr. Osmers. It would be $840,000, if it were 6 percent of $13,- 
200,000. 

Mr. Cote. That is true, your arithmetic is right. 

Mr. Osmers. I don’t make it that fine. I deal with figures all day 
long. But it is about 6 percent a year, and I think it compares 
favorably with many, many leases the Federal Government has 
entered into, and we are not entering into it anyway. 

I want to take it at its worst. If at some future day we did pay 
$800,000 annual rental for a $13,200,000 property we wouldn't be 
doing too badly. That is all I have. 

Mr. Coxr. Let me see if I understand the obligation the Federal 
Government will have if it exercises the right. The amount of rental 
which the Federal Government will pay will be the full rental value of 
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that portion of the full rental value which is the difference between 
$3,200,000 and the total investment in the property? 

Secretary Ewi1na. Substantially, that is it, sir. 

Mr. Coxe. The total investment, exclusive of the $3 million, or 
does it include the $3 million? 

Secretary Ewina. Sir, the $3 million is taken care of by the $60,000 
a year. 

Mr. Coxe. I understand that. 

Secretary Ewinc. Then we plan to pay the fair market value on 
the increase above that. 

Mr. Cote. The full fair market value of the investment above and 
beyond that, whatever it may be? 

Secretary Ewina. Yes; less the $3 million. We take the full fair 
market value of the property. 

Mr. Coxe. Including fee and everything? 

Secretary Ewina. As appraised at that time. The proportion that 
that is of the full fair-market value is used as that portion of the rental 
value we would pay. We reduce the fair-market value to a percent- 
age figure and apply that percentage figure to the rental value. 

Mr. Duruam. They may spend $15 million. 

Secretary Ewinea. Yes, sir. 

Mr. Pixs. Mr. Durham, may I point out one thing: It isn’t neces- 
sarily the amount of the expenditure. One of the difficulties in the 
1936 law is that while it may have been equitable at that time it was 
not a formula designed to take care of something 20 years from then. 

Now, this is an attempt to provide a formula that will be good in 
perpetuity, so it doesn’t relate directly to the investment, but the fair 
value, and it still retains the right that we have that we acquired 
under the agreement in 1936. 

Mr. Duruam. Well, you know in assessing value on property you 
always take into consideration the amount of money spent on it in 
arriving at your conclusion, so whether it is $10 million or $15 million 
they spend would enter into it. 

Mr. Pixs. Well, assume 20 years from now we go in. Then there 
will be certain depreciation. Now, by and large while this isn’t 
absolutely true, the Government’s investment is in real property, in 
land which does not depreciate, and that is fixed at a figure. 

Mr. Durnam. Have you completed your statement? 

Secretary Ewrna. Sir, we suggest that since this bill calls for the 
right of recapture under congressional declaration of war, or national 
emergency only, that it be amended to include the right of recapture 
under Presidential declaration of war or national emergency. 

Mr. Coxe. I am glad you suggested that because I was going to 
myself. 

But let me ask the question of whether the amount of rental should 
not be tied to the depreciated capital investment rather than the fair- 
market value at the time we move in? 

Secretary Ewina. Sir, we believe that the fair-market value will be 
a value arrived at with a consideration of the amounts of improve- 
ments done minus the depreciation to date on those improvements 
giving the then current value of those improvements, and that our 
rental would be paid on the basis of the value of the improvements at 
the time we move in and not necessarily on the cost of the improve- 
ments. 























5381 


Mr. Cote. That would depend on how much of a Yankee trader our 
successors are 15 years or so from now, how shrewd a bargain they 
drive. 

Secretary Ewina. Yes, sir. 

Mr. Cote. And I don’t see where it would create an injustice if we 
measure the amount of compensation that we pay for the property by 
the amount of investment at the time in the property at the time we 
take it over. 

Secretary Ewinc. Except that the piling may have rotted again by 
that time, and if it has we would not be paying on the basis of the 
investment put into the piling but the value of the piling at that 
time. The roofs at that time may be gone. 

Mr. Cougs. If the piling is rotted and the roofs are gone then the 
property will have been depreciated down so its value is nothing, and 
our rental would be nothing. It would seem to me it would be better 
in the interests of the Federal Government if the rental were fixed to 
the depreciated value of the property rather than current market 
value. 

Mr. Bennett. Is there any moral or contractual or other sort of 
obligation on the part of the Federal Government to pay the amount 
of money you have suggested in lieu of what a jury would determine 
under condemnation to be the value of the rental at such a time as 
we wanted to take it in the future? 

Secretary Ewrna. Sir, the bill specifically states that we have, sir, 
all of the rights that we would normally have for condemnation. 

Mr. Bennett. In other words, if we decided to take this thing, say, 
20 years from now, or sometime in the future, and we decided we made 
a bad bargain by the arrangement for rental we put in this thing, we 
could still go ahead and condemn the property and we are not morally 
or contractually obligated to pay any amount of money that is set out 
in this, but we could just proceed as if we were going to condemn it 
in the first instance; is that correct? 

Secretary Ewine. Yes, sir. 

May I state that this bill gives a right to the United States Govern- 
ment, and does not in any way remove any other rights the United 
States Government has under eminent domain. 

Mr. Motuionan. Mr. Ewing, | know there is a provision in the bill 
whereby the United States Government shall compensate the city of 
Newark, or the port authority, for any damages done to the property 
or for the cost of any replacement of machinery or other equipment 
or installations which may have been taken off by the Government, 
and which should be replaced to put the property back in its original 
condition. 

Then the United States Government shall take care of that expense 
and compensate them for the costs thereof. 

Is there anything in here which would compensate the Federal 
Government for any improvements which they might make on the 
property which would enhance its value or increase its value and 
make it more desirable for its original purposes? 

Secretary Ewrnc. Only the right to remove those improvements. 

Mr. Mo.uionan. | know that. I see that. But it is accepted 
that anvthing the Federal Government puts on there such as water 
mains, or arything of that sort, might improve the velue o! the 
property and make it more desirable to operate as a port. The 
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Federal Government could either remove or leave as is without any 
compensation. 

Secretary Ewinc. Yes, sir. 

Mr. Mo.tuonan. That is customary, is it not, in other contracts of 
this sort, or any other agreements of the Government that it enters 
into? They have only the right of recapture or removal. 

Secretary Ewrnc. Yes. 

Mr. Motionan. No right to negotiate any cash settlements dealing 
with the value of the property or the improvements thereon? 

Secretary Ewrnc. That is right. 

Mr. Doyie. Mr. Chairman, I was going to raise the same point. 
It seems to me a serious weakness in the proposal that the United 
States Government may in some emergency make capital investments 
on this extensive property. I believe I saw the property when I was 
in committee hearings in Newark several months ago on a tour of 
the harbor from a ship. It seems to me it is a serious weakness, as 
the gentleman has raised, that the taxpayers may make very properly 
as a matter of need, or as a matter of cooperation, the capital invest- 
ment such as pipelines or even structures which may become part of 
the property by the nature of the improvement, and then there is no 
provision herein where there shall be even any negotiated repayment 
for that capital investment. 

It may be manifestly ridiculous for the Government to remove 
those improvements, and yet it seems to me there should be some 
basis of compensation for such capital investment. There are im- 
provements on piers, docks, wharves, warehouses, that well would 
be mace by the Government in case it takes it over, which they 
wouldn’t want to remove, and which should not be removed, and 
here they become part of the owners of the property without any 
basis for compensation. 

[t seems to me it is a thing that ought to be seriously considered 
whether or not that is a fair deal. I don’t think it is. 

Mr. Kevigener. Mr. Chairman, I might mention in connection with 
Mr. Doyle’s point, that, similarly, in the case of airport property when 
it is taken back by the United States, no rental is paid for any improve- 
ments put on the property by the United States, or with Federal aid. 
That is an analogous situation to that which you are describing. 

Mr. Doytxz. But what is done when the property is turned back to 
the private ownership? Isn’t there some basis of compensation for 
those improvements? 

Mr. Ke.usuer. No, they just go back; usually it is to a county or 
city, but should it ever be recaptured again, and that has happened in 
many cases, no rental is paid for those particular installations made 
there by the United States. 

Mr. Doyue. I am not thinking of rental. I am thinking of the 
‘vapital investment. J am not thinking of the rental for the installa- 
tions made by the taxpayers, but of appraised value as part of the 
redeal. 

Mr. Bennett. Well, as I have heard it described here, the improve- 
ments of the Federal Government would have to be taken into con- 
sideration as part of the market value, and, therefore, it would 
enhance the rental the Federal Government would pay even though 
the investment in those capital investments must have been paid by 
the Federal Government alone. 
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Secretary Ewrne. Sir, those investments are specifically excluded 
from the base for future rentals by the bill. 

Mr. Doy.e. But those improvements might not be made until a 
considerable period during the occupancy of the Federal Government. 
They might not be installed at the time the appraisal is made, as a 
matter of fact. 

Secretary Ewina. Any future use of the property would not include 
any improvements made by the Government during an occupancy of 
the Government in the base for 

Mr. Doy.e. But what about when it is returned to private owner- 
ship? Then do the taxpayers get any compensation or any chance for 
compensation for the capital investment that is made during the 
occupancy of the Government? 

Mr. Osmers. Mr. Chairman, might I reenter just a moment on 
this thing. Mr. Doyle has used the word “taxpayer” several times, 
and I would like to point out that there are no other interests here 
except the public. There are no private interests here, Mr. Doyle. 

The Federal Government sold to the government of the city of 
Newark. The city of Newark is now going to lease it to the Port of 
New York Authority, which is a publicly. owned bi-State agency, so 
at no stage in the game, whether we do anything or don’t do anything, 
are we dealing with private interests or private individuals, so that 
the taxpayers at all times, and at all stages of the game, own this 
property, rent the property, and we are just dealing to an extent, 
shall we say, with ourselves. 

I want to point that out, we are not dealing, and the matter has 
been approached several times, as though we were renting this to 
some private individual for private gain rather than encouraging 
somebody to pay $10 million of privately raised capital upon which 
obligations will be sold to the public. 

Mr. Doyue. Nevertheless, there is a relationship between the 
expenditure out of the Federal budget of funds no matter where they 
go 





Mr. Osmers. Yes, certainly, of course. 

Mr. Doyte. Even they go into a semipublic corporation. 

Mr. Osmers. I would say, Mr. Doyle would be correct if we were 
proposing—he is probably correct, anyhow—but if he were proposing 
that the Federal Government invest $10 million in this property, and 
make the improvements proposed of $15 million, and then wanted to 
write a lease according to the Federal Government, but I would like 
you to know that the rental is being paid on money that the Federal 
Government is not spending. The Federal Government sold this 
property in 1936 and received money for it. 

Now, somebody else’s money is going to be put into it. So we are 
paying rent on other people’s money. 

Mr. Doyun. Well, thank you. 

Now, may I ask just a couple more questions, Mr. Chairman? I 
know that at line 22, page 4, there is a flat annual rental required of 
$60,000. Then on line 22 on the same page it begins to specify that in 
addition to that $60,000 there is plus another sum of annual fair 
rental. Now, has there been a statement made, assuming that the 
investment is $10 million, of what that plus sum would be, plus the 
$60,000? 

Secretary Ewina. Yes, sir. 
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Mr. Dorie. How much? 

Secretary Ewine. $799,920, plus $60,000. It would amount to 
$895,920, presuming that the fair-market value equaled the amount 
spent plus $3,200,000. 

Mr. Duruam. Any further questions of Mr. Ewing? 

Secretary Ewinc. Sir, in the final analysis, the net result of this 
bill is that we would provide additional facilities without cost to the 
United States Government which could be recaptured by the United 
States Government in case of emergency at the fair-market value of 
those facilities, and we would retain as a reduction from that fair- 
market value the net value of our current holding in the contract 
with the city of Newark under the terms of the Public Law 730. 

Mr. Coir. What would happen to this property if the bill isn’t 
passed? 

Secretary Ew1nc. The property probably will lie idle and the addi- 
tional facilities will not come into existence. 

Mr. Cote. 1 would expect that would be the consequence. 

Mr. Durnam. Thank you very much, Mr. Ewing. 

Secretary Ewrnc. Thank vou. 

Mr. Duruam. Mr. King, will you come around, please. 

| believe you represent the terminal, the port authority; is that 
correct? 

Mr. Kine. Yes, sir. 

My name is Albert L. King, and I am director of marine terminals 
for the Port of New York Authority, sir. 

While I have a prepared statement ! would like to hand in for the 
record, and while I was prepared to comment more fully on the 
adjustment in Public Law 730, and its intent, what it would do, I 
think perhaps in view of the considerable discussion which has taken 
place probably I should simply file my statement and simply give 
you our version of the principles involved, and then answer questions. 

Mr. Durnam. Without objection, the statement you have will be 
included in the report of the hearings, and you may proceed, Mr. King. 

(The statement of Mr. King is as follows:) 


STATEMENT OF ALBERT L, Kino, Director oF MARINE TERMINALS, THE PoRT 
oF New York AvuTHoRITY, IN Support or 8. 2624 (H. R. 7560 ann H. R. 
7571) 


Senate bil! 2624, which is now before this subcommittee, is a proposed amend- 
ment to Public Law 730 of the 74th Congress under which the United States and 
the city of Newark entered into a contract for the purchase by the city of the 
premises at Newark, N. J., known as the Port Newark Army Base, an area of 
approximately 136 acres located on the deepwater ship channel at Port Newark. 
The law and the contract provide that if the Congress declares a state of war or 
national emergency to exist, the United States may retake the premises, in which 
event the United States is required to pay a maximum annual sum of $60,000 for 
the use thereof. Basically, the present bill amends the law with reference to the 
annual rental to be paid by the United States upon a retaking by them of the 
Army base premises. 

The Port of New York Authority, which I represent here, is the joint public 
agency of the States of New York and New Jersey. It was created by a treaty 
between the States adopted in 1921 and approved by the Congress in the following 
year. It now operates approximately $500 million worth of terminal and trans- 
portation facilities in the New Jersey/New York port district. It has absolutely 
no taxing powers and is not authorized to pledge the credit of the States. It is, 
therefore, financially wholly dependent on the revenues of the facilities which it 
operates. 
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The authority presently leases from the city of Newark, under a 50-year lease 
effective in 1948, all of the marine terminal facilities at Port Newark, including 
the Army base area. In accordance with the duties imposed upon it by the States 
with regard to the development of the trade and commerce of the port district, 
and the development and operation of marine terminals, it has been developing 
Port Newark as a modern and efficient port. We desire to go forward with the 
development of the Army base area and are therefore most interested in the 
passage of the present bill. The city of Newark has authorized us to act for it 
in supporting this legislation. 

Senator Smith of New Jersey, on behalf of himself and of Senator Case of 
New Jersey introduced this legislation in the Senate on July 13, 1955. (The 
original bill, S. 2519 later was amended, and reintroduced as 8S. 2624.) At that 
time he made a statement, which appears in the Congressional Record for that 
date at pages 8918-8919, in which he summarized the history of the Army base 
area. In the interest of brevity I will not repeat it here except to stress the facts 
that all the structures now located on the premises are of World War I vintage, 
having been erected by the Quartermaster Corps in 1918 as temporary wartime 
construction, and that no reconstruction or rehabilitation work other than routine 
maintenance has ever been performed on them. As a result, these structures, 
as well as the other major installations such as the wharf, utilities, roads, etc., 
are now just about at the end of their useful life. 

Since 1948 the port authority has been actively engaged in developing Port 
Newark. In excess of $23 million have been expended in the construction of 
piers, wharves, warehouses and other marine facilities. Payrolls have increased 
from $5 million in 1948 to over $13 million per year at the present time. Em- 
ployment has increased from 1,500 steady workers to 3,800 steady workers. 
The tonnage volume has more than doubled. The authority is now ready to 
rehabilitate and develop the Army base area. It is a prime area for such develop- 
mental work, in view of its strategic location with respect to water, highway, rail 
and air transportation, and with respect to the major industrial plants of the 
metropolitan area. The authority is convinced that over the next 10 years major 
expenditures will be required for capital repair and improvement and rehabilitation 
and reconstruction of the area, if it is to continue as an efficient marine terminal 
facility in good operating condition. While the authority is ready and willing 
to make the necessary expenditures from its own funds, at absolutely no cost to 
the United States Government, it is obvious that such an expenditure of public 
funds cannot be made on any reasonable economic basis if, in the event of retaking 
by the United States, the only possible return is limited to $60,000 per year as 
is the case under the provisions of Public Law 730. The proposed expenditure 
is desirable from the standpoint of the United States. 

If the premises are allowed to fall into ruin, as they will if the necessary ex- 
penditures are not made very soon, there will be nothing for the United States 
to retake in time of war. In view of these facts, and having obtained prior 
approval of the city of Newark, we entered into discussions with the Department 
of Defense with the view to amending the annual payment provisions of the 
retaking section of Public Law 730. Senate bill 2624 resulted from these dis- 
cussions. It contains a new rental formula to be applied in the event the area is 
retaken by the United States upon a congressional declaration of war, or of a state 
of national emergency, which has been agreed upon by the Department of Defense 
and the port authority acting for the city of Newark and on its own behalf. 

As is pointed out in the report of the Senate Committee on Armed Services 
(S. Rept. 1223, pp. 3 and 6) the Department of Defense has no objection to the 
enactment of this bill, but it has suggested that the bill be amended to extend to 
the Government the reduced rental formula contained in the bill, not only in the 
event of a congressional declaration of war or emergency, but also in the event 
of the declaration of an emergency by the President. We have consistently 
advised the Department that such a provision is impossible from our standpoint. 
It would constitute a complete revision of the original purchase agreement em- 
bodied in Public Law 730 inasmuch as no such right is granted in Public Law 730. 
The absence of such a right in the original agreement does not mean that the 
United States may not take the property in the event of a presidentially declared 
emergency. It, of course, has full recourse to all provisions of existing laws 
authorizing the taking of property necessary for governmental use. Nor is there 
anything contained in Senate bill 2624 which will alter the situation. Section 2 
of the bill specifically continues all such rights. 

The rental formula embodied in the new bill was carefully worked out to 
provide a reasonable economic basis for the investment of the funds needed for 
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the rehabilitation of the premises. When we considered the possible grant of the 
right to retake at reduced rent in the event of Presidentially declared emergency, 
we found that there was an overriding consideration which required us to advise 
the Department that we were unable to accede to their request for the additional 
right. Such aright would completely prevent our commitment of the substantial 
funds required for the necessary rehabilitation and reconstruction work. These 
premises are a deepwater port facility. The proposed bill requires the city and 
the port authority to continue them as such. Therefore, the investment made 
must be in that type of facility. Experience has shown that such a facility, at this 
location, is of great value to the United States in time of war. To support the 
necessarily large investment we will be required to make, it is essential that sub- 
stantial commercial tenants be induced to located in the rehabilitated area. 
Necessarily, such tenants are large industries or corporations which use this type 
of facility for the in and out movement by water of their goods, and for the hand- 
ling, sorting, storing and distribution of them. This type of tenant makes a 
sizable investment in locating on such premises, not primarily in the physical 
structure, but in business methods, personnel relocation, trucking and rail ar- 
rangements, customer relations and similar matters which are essential to the 
successful production and distribution of goods. Normally, industries or corpora- 
tions of the type we will need as tenants to support our investment select only 
one such location in a port area and when they do their basic activities are directly 
and comprehensively tied to it. They cannot and will not lease short-term. 
Defense’s suggestion here would force us to incorporate in any lease document 
offered to such a tenant, provisions which would indicate that the tenure of the 
tenant could be terminated abruptly. From my experience in dealing with this 
type of tenant, I can assure you that under such circumstances we would be 
completely unable to negotiate successfully the necessary long-term leases. 
Under the circumstances the port authority was forced to the conclusion that it 
could not justify the necessary commitment of its public funds if the Defense 
Department’s request was granted. 

As we understand it, the Department has reported that its major interest in 
the additional retaking right is an economic one. Bluntly put, the Department 
wants to be able to enjoy the benefits of the reduced rental formula in additional 
cases. But, it must be borne in mind that if the bill is adopted in its present 
form, the United States will have available in the near future at no cost to the 
United States an efficient marine terminal in good operating condition. If, 
however, the additional retaking right is added, the inevitable result will be the 
elimination of any possibility that the Army base area will be rehabilitated, and 
thus the value of even the existing retaking right will deteriorate rapidly and in a 
very short time will be completely destroyed. The addition of the Defense 
Department’s proposed new right, knocks out any possibility that the investment 
necessary to prevent this result will be made. 

We urge that you act favorably on the bill in its present form as promptly as 
possible. Enactment of this legislation will not only be of real benefit to the 
United States but also to the city of Newark, the 1,500 workers who will receive 
from it an assurance of future employment, the industrial community which will 
be served through the area, and the State of New Jersey. 

Mr. Kina. The port authority, I should explain in a little more 
detail to supplement what Congressman Osmers has said: While it is 
a bi-State agency, and was established by treaty between the States 
of New York and New Jersey, which was ratiiied by the Congress in 
1921, it nevertheless conducts itself in exactly the same manner as 
any private corporation in the Nation, and it is completely self- 
supporting, and when I approach our board and recommend the 
improvement or construction of our marine facilities, which I do quite 
frequently, 1 must always do that on a platform of economic justi- 
fication and soundness of investment, bearing in mind that we are 
selling bonds and paying interest and redeeming those bonds, and ip 
other ways we must keep the property maintained and insure it and 
all of the other things that create these expenses as though we were 
a completely private organization. 

And in this case we have here the situation where here is a plant. 
It has a good location. It is a very substantial part of the entire Port 
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Newark seaport, which we now have under lease from the city of 
Newark for 50 years, and we have only gone about 8 years out of the 
50, and we have a genuine ambition to develop that seaport area, and 
have it serve not only the peacetime commercial needs of New Jersey, 
but also be of value to the Government at the same time as a basis 
upon which the Government and ourselves can go forward to the benefit 
of everybody, and the situation is here that while the land is there, 
and in this good location, those temporary buildings which were built 
for World War I, and now have many many years, something like 
38, I believe, of life without any rehabilitation or reconstruction, as 
such, but the normal day-to-day maintenance during the periods 
there was a tenant, either a Government or commercial tenant there, 
so that these buildings have a lot of things wrong with them 
for modern-day marine terminal usage. They are obsolescent in design 
largely at this point. They don’t have the floor loads and ceiling 
heights that we construct, and are constructing in our other parts 
of Newark and New York harbor, at all, and they simply are not the 
kind of facilities where either for war purposes or peacetime purposes 
a job can be done, and in addition to that their physical condition 
today, of course, is poor and large segments of it we couldn’t enter 
or use. 

It just must be taken away and rebuilt. 

Now, we have a will and we have a means of getting money, and we 
have talked about what it will take. We have worked out a rent 
formula which would relate itself to our expenditures, and we know 
that within a reasonable future we will have to spend at least $10 
million. More than likely, it is going to go over $10 million. It 
might even go to $20 million. It could very well, and in so doing we 
have got to have this economic basis that we can get approval to 
spend these funds that we raise by selling bonds, and that contem- 
plates very clearly that I also have got to go out and get private 
tenants to pay me income for that investment while waiting for the 
Federal Government to have its need to use the property. 

So all we really have done here in principle is take the equity and 
interest of the Government as it exists today, and as the Defense 
Department and ourselves worked it out over many months of con- 
ference, and we just simply extended it forward so the Federal Govern- 
ment always has that same interest, and does not lose that interest, and 
during certain stages of this formula that has been discussed previously 
they even have an interest that transcends their original interest; for 
example, while we are spending the first $3 million we are not asking 
the Federal Government for any return if they should be using that 
$3 million, but as we get up into more millions our problem becomes 
one of economic necessity, and we have got to protect that investment. 
So we simply ask for the Federal Government to do what they have 
done in so many cases in past wars, and in the last war, we are all 
familiar with it, they simply have appraisers say what is the true 
market value, and therefore, what is the true rental value, and then 
we simply deduct from the Government’s payment the value of the 
interest which they have had there and apply that, and we simply ask 
them to give us the return on what we have invested and calculated in 
the same way that the Government has always been calculating these 
things. 
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Now, that essentially is what we have here from our standpoint, 
and when you get through all of the details of a formula which looks 
a little complicated unless you have worked with it over the months 
that we did, that is where we are, and we cannot and I would not 
avoid saying this because it is a controlling matter, we cannot go 
ahead and invest the money without this basis upon which to do it. 

Mr. Duruam. What is your length of lease from the city of Newark? 

Mr. Kine. We had a 50-year lease, sir; that started in 1948, and 
so we therefore have about 42 years to go, and that just happens to 
correspond within 2 years our amortization period which is our method 
of investing our money. We have a 40-year life to these big new 
marine terminals that we are building, and I might add that these 
marine terminals which we are building, and which in this bill we 
obligate ourselves to keep this as a marine terminal, and we cannot 
deviate from that, we have got to do it, and these things we are 
building are the best terminals that anyone has yet found, I think, 
for good deepwater shipping purposes. 

We have been creating quite a few of them in and around this 
property in the past 8 years. We have a big cost of $80 million in 
Brooklyn for 10 new terminals. We are starting in July to break the 
ground. We have just signed the contract to do that. 

We have just entered into a big new marine terminal right in Port 
Newark alongside of this property, and it is just a pity to not let the 
Federal Government have something like this happen where it will 
be of good use to the Federal Government. There is no reason a 
formula written in 1936 should stand in the way. 

Mr. Coie. What use could you make of this property besides a 
marine terminal? 

Mr. Kine. Actually, we wouldn’t by policy ourselves. It could 
be converted into a warehouse for land transportation. But we 
wouldn’t do that. 

Mr. Core. So that obligation of maintaining it as a marine ter- 
minal is no burden? 

Mr. Kina. It puts upon us to keep it active, and put our funds in 
that kind of structure. 

Mr. Cote. What interest are you going to be able to get this 
money for, about 3 or 4 percent? 

Mr. Kina. It is about 3% percent at this time. 

Mr. Cote. In your statement you were not consistent. At one 
time you said you expected the Government would pay you a rental 
based on its fair value of the property. At another time you said all 
you expected the Federal Government to pay would be on your 
investment, and the two were quite different, as you can well appre- 
ciate. 

Mr. Kina. I regret that, and I would like to clarify it for you. 

Mr. Core. I hope you could say that all you expect the Federal 
Government to pay you, since you are a public body, is just the 
same as Uncle Sam is, that all you expect the Federal Government 
to pay you is on your investment. Then I think there would be no 
hesitancy whatever. But I see no reason why the Federal Govern- 
ment should pay you, “Mr. Public Body,” a profit on your properties 
which are thrown into the common pot for the defense of the country 
in wartime. I don’t see that. 
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Mr. Kine. I don’t think we are really talking in the realm of 
profit, because our seaport operations have never produced what | 
would call a profit. 

Mr. Coxe. Well, when you base rentals on the value of the property, 
and not on the investment in the property, then you are talking about 
profits. 

Mr. Kina. Well, I think in marine facilities, and the past records, 
I believe, would support this generally, that the appraisals that are 
made on the market values and, therefore, the rental values, as a 
result are never above to any real degree the amortization of the 
investment that the owner has put in. 

Mr. Coxe. Well, would you have any objection, then, to changing 
this to have the rental based on your depreciated investment? 

Mr. Kina. Yes; we have objections to that. I don’t think perhaps 
I have explained this thing properly to you. I said we get money 
at 3% percent. That doesn’t mean that is our cost. Our cost is 
well up over 6 percent. In fact, I just calculated the cost for a new 
installation similar to what we are talking about, and it came out to 
7 percent. 

Mr. Coxe. I don’t understand why if you borrow money at 3 
percent it costs you 7 percent. 

Mr. Kine. Well, if you take an amortization table at 3% percent 
on 40 years you are over 5 percent right there to retire that money. 

Mr. Coxe. I don’t understand finance enough to know why when 
you borrow money for 3 percent it is going to cost you 6 before you 
pay it off. 

Mr. Kine. Because the facility wears out in 40 years. That is its 
life. 

Mr. Coxe. We all wear out, we don’t last forever, but I still don’t 
understand why the fact that it costs you 3 percent to borrow money 
to build something because of that thing you build wears out that 
eventually it is going to cost you twice the interest in borrowing the 
money. 

Mr. Kine. Well, on a sinking-fund basis it works out that way. 
For every dollar you borrow at 3% percent to finance a facility for 40 
years, an amortization schedule works out to about 5 percent a year. 
That is the actual cost to the investor and that is a rigid principle in 
all financing. 

Mr. Coir. Even the borrower is a public authority. 

Mr. Kina. Yes, sir. 

Mr. Cour. Being a public authority you don’t take taxes to the 
city of Newark, or anybody else? 

Mr. Kine. We pay rent to the city of Newark, which is the same 
thing. We don’t get our properties free. We rent them and have to 
pay what would be the equivalent of a tax. On some of our proper- 
ties we actually pay taxes equivalents. We pay it one way or another. 
Or we assume in some cases policing and fire fighting services, which 
the community would otherwise pay, but we end up paying the equiv- 
alent of it one way or another, so we operate just like a private com- 
pany, and we are self-supporting. 

We don’t have any access to tax money to use. We have no way 
of pledging the credit of the States. We have no money except what 
we canearn. That is our only source of income. 











5390 


Mr. Coxe. Just as a matter of curiosity because of provincial 
interest in that area, what is the record of your financial operations 
of the port authority? Are you operating at a profit, at a surplus? 

Mr. Kine. No; we don’t operate at a profit. What we have been 
doing is going ahead with heavy investment, and we have been 
putting into a pool the revenues from all of our facilities totaling 
about 17—— 

Mr. Cote. Well, you have been going on for 30 years. You haven’t 
operated at a loss; have you? 

Mr. Kina. No. 

Mr. Cots. Are you breaking exactly even? 

Mr. Kine. No. 

Mr. Cote. Then you must be operating at a profit. 

Mr. Kina. But we keep pledging new obligations. 

Mr. Coxe. Well, I want to know how successful your operations 
have been. It is a matter of public record. To save me looking it 
up, tell me how successful your operations have been. 

Mr. Kinea. I don’t have the actual figures with me. 

Mr. MvutuHearn. Perhaps I could help by saying, Mr. Congressman, 
that the port authority began with the Holland Tunnel, and at the 
present time it is operating 17 facilities that are worth in total about a 
half billion dollars. That is the most current figure I have at the 
moment. 

Mr. Coxe. Well, at no time has there been a deficit in the 
authority’s operation? 

Mr. Mutuearn. If you will take it off the top of my head in its 
original days, it had to have what amounted to extensions of credit 
from both States to finance its early projects, but since about 1931 I 
believe that situation has changed. 

Mr. Duruam. Any further questions? 

Mr. Doyte. May I ask this, please, because it is a matter of public 
record. 

How much is the surplus fund which you just mentioned, approxi- 
mately? 

Mr. Kine. I don’t have it with me, sir. 

Mr. Doyie. Approximately how many million dollars? 

Mr. Kine. I don’t know. 

Mr. Doyter. Is it over $5 million, over $10 million, over $25 million? 

Mr. Kine. It is over $25 million. 

Mr. Doyte. Is it over $50 million? 

Mr. Kine. I don’t know. I doubt that. 

Mr. Dorie. We may be asked that on the floor of the House. 
That is why I make the record clear. 

Now, may I ask this one further question along the line that Mr. Cole 
was inquiring. If these bonds are sold this property then will go into 
the bond pool and become subject to the bond issue; is that the way 
you operate? 

Mr. Kine. Well, we will issue what we call consolidated bonds, 
which apply to all of our properties. 

Mr. Doyte. All of your properties, then are available for bonding 
purposes? 

Mr. Kina. Yes. 

Mr. Doyte. Has there ever been any distribution either directly or 
indirectly of any monetary profit to any officer or person in any way 
connected with the port authority? 
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Mr. Kina. No, sir. 

Mr. Cote. Or to either State body? 

Mr. Kina. We are a bi-State body. 

Mr. Cos. Or has there been a distribution to the State body 
government? 

Mr. Kine. Not as yet, sir. The ultimate situation would be that 
it would end up as the State’s money of the two States if it were 
distributed. That is clear. 

Mr. Cour. But there has been no distribution? 

Mr. Kina. Our tremendous obligation to go forward with invest- 
ment has made it necessary up to now in order to sell the bonds to 
have what reserve we have accumulated, or we just wouldn’t be 
selling the bonds. One of our greatest problems is to be able to sell 
the bonds to keep on building the things we need. 

Mr. Osmers. Mr. Chairman, I just wanted to say that the members 
of the port authority are appointed equally by the Governor of the 
State of New York and the Governor of the State of New Jersey 
subject to approval of the legislatures. They serve without pay or 
compensation of any kind. They are men of the most outstanding 
ability and character, and any surplus funds which they have, and we 
will refer to that amount as X for the purposes of this morning, reflects 
itself in favorable interest rates and terms on any bonds that are sold, 
so if we have a very heavy surplus when the bonds are sold to do this 
particular job, or any other, it reflects itself in that. 

There has been no distribution of cost to any bondholder or private 
individual, and, furthermore, there have been a number of their facili- 
ties upon which a loss was incurred, such as the truck terminal in the 
Newark area, the Bayonne Bridge, the outer bridge crossing, and some 
of the airports when they first got into them, and before they devel- 
oped them. So it has not been a straight—the word ‘‘profit”’ is used. 
I think they refer to surplus rather than profit in connection with a 
publicly owned corporation of this kind. 

But | happen to think, and I hope, there would be some agreement 
that it is a refreshing thing to see Government able to establish 
businesslike agencies which can support themselves and provide these 
great remarkable facilities that neither State would have been able to 
give to the area. 

Mr. Doy.e. Mr. Chairman, I might state this: The reason I asked 
that line of questions is because among other things I on several 
occasions have had the benefit of taking the congressional trip to 
New York, and have benefited by questioning. 

I think some of the members of the New York delegation that may 
be in the hearing room this morning, and they have been gracious to 
me and have answered all of my questions, so I have heretofore had the 
answers to myself individually to some of these very questions from 
members of the port authority in the last 2 or 3 or 4 years, but I do 
think it is important that the record show very clearly that there has 
been no distribution, either directly of indirectly, of any profit, and 
that the only funds that you have in your surplus are in a surplus fund 
for future use, if that becomes necessary. 

Now, may I ask this one further question: What rent do you pay 
the city? 

Mr. Kine. Actually, it is a combination of the seaport and the air- 
port which are under one lease, and we pay them a guaranteed mini- 
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mum of a hundred thousand dollars a year, plus 75 percent of any net 
revenues that are realized after our operations. 

Mr. Doyir. And what portion of that $100,000 a year plus is allo- 
cated to rent for this property? 

Mr. Kine. It is based upon the relative growth of activity and age, 
but at this point I think between 50 and 60 percent of it is on the sea- 
port. Roughly half. 

Mr. Doyte. Do either of the States in this bi-State agreement, or 
charter, for the port authority, do they in any way directly or indi- 
rectly, stand behind your bond issues? 

Mr. Kina. No, sir; they do not. 

Mr. Doyuer. Do the properties stand completely on their own 
footing? 

Mr. Kine. We stand completely on our own feet. 

Mr. Durnam. Any further questions? 

Mr. Mouuonan. May I ask a question? 

A few minutes ago Mr. Cole asked the gentleman if he would agree 
to substituting the cost of the improvements for the fair market 
value, and then we got off into a discussion of cosi of financing. 

If you did make a direct answer to that I didn’t get it. 

Mr. Kina. Well, if I understand what Mr. Cole had in mind, and I 
hope] did accurately, I think he was probably alluding to the situation 
that came up before I took the stand, about the 3 percent a year that 
the city of Newark previously had agreed to accept during recapture, 
which is a bare interest on borrowing money. 

The point I was trying to make is that that is not cost and the 
formulas we have worked out do come to what is accurate cost, ac- 
cording to our concept and method of operation that we put in all 
corporate cost to get at it, and I was pointing out that 3 percent is the 
cost of borrowing money, but when you invest it in a facility your cost 
goes up to 5 percent on the investment, roughly, and to which you 
have to have maintenance cost and insurance costs, and certain ad- 
ministrative costs added and, of course, in the construction there are 
the engineering and design costs, too. 

Mr. Mouronan. Well, I didn’t understand Mr. Cole to mean that. 
I thought Mr. Cole meant that you would substitute the cost of im- 
provements for fair market value in establishing what was the three- 
fifths value of that improvement. 

Mr. King. Oh, well, that will be done by appraisers. We have 
established a formula which can be applied, and which was arrived at 
after a lot of negotiations, and | think is very equitable to the Govein- 
ment and ourselves, and it is customary, and the only way we know of 
or anyone has known of to accurately get the value, the market value, 
and the rental value at the time of recapture is to hire the expert out- 
side appraisal firms. That is normal in standard practice with the 
military. We would do the same, and those appraisers would compare 
and discuss and arbitrate, and if necessary, and others could be brought 
into the picture, to establish the value. 

Mr. Mouiionan. I understand that, but Mr. Cole’s premise was it 
would be much more fair to take three-fifths of the actual cost to the 


authority in computing the rental rather than three-fifths of the fair 


market value because all of us recognize that there is a considerable 
difference between cost and fair market value. 
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If I understood Mr. Cole right, that was the basis for the suggestion. 
His question to you, Mr. King, was whether it would be agreeable, 
and it seems to me, Mr. King, what you are interested in is a fair 
return on your investment. Certainly that would protect both the 
Government and you from any losses or any excessive costs. What 
he wanted to know was whether or not that would be favorable or 
satisfactory. 

Mr. Kina. It is not. To be perfectly frank about it, we feel that 
we have invested and created this all on our own, and with our own 
money. We are entitled to the same consideration that anybody 
else is entitled to when the Government takes its property, and that 
is not what the Government does when they condemn property. 
They do follow the system that we have outlined here. 

Mr. Mo.ionan. Your position is, then, that you would object. to 
that and you want to adhere to the fair market value as it is written 
in the bill? 

Mr. Kina. Yes, sir; it falls in line with what we understand to have 
been the past practice. If we were not as I have described it an 
outfit that is practically a private corporation in all of its financing 
and working, we might perhaps have some different view, but we are, 
and therefore we feel we fall clearly in the same pattern of treatment 
that anyone else would. 

Mr. Mo.ionan. Of course, there is a definite distinction here 
because you made the point a while ago, and it is made many, many 
times, in the deliberations of the Ways and Means Committee, and 
other taxing bodies, that people in your situation pay no income taxes 
whatsoever, while the average corporation would be paying 52 percent 
basically of its earnings to the Federal Government in income taxes. 
You may no taxes, so I think that is an important thing to keep in 
mind. 

Mr. Kina. I would like to point out to you in that regard, too, 
that our undertakings are all what we call the marginal or doubtful 
type of enterprise. They are all enterprises, that private capital 
refuses to undertake, and we only undertake them when private in- 
vestors say there can be no profit, communities say we won’t do it 
because it will be a drag on our taxpayers, and we are not going to do 
that, and that is when we have this most difficult task of still putting 
up the money and still coming out even or a little better, if we could do 
it, but we don’t do it in many cases, and we still have to take that 
great burden for the benefit of the public in that kind of an enterprise. 

Now, nobody is going to build marine terminals for a profit. As 
vou probably are aware, about 85 percent of the ports in the United 
States are taking taxpavers’ money in order to live. We consider 
ourselves extremely fortunate that we are not in that situation. We 
are at about a break-even point. 

Mr. Mouionan. Well, I don’t want anyone to feel I am not sym- 
pathetic to your position. You said you were in business in the 
same way any private industry was. I simply said in reference to 
taxing there is a distinct and positive difference. 

Mr. Kina. Yes, sir; I am sorry that I didn’t attach my most recent 
statement to my earlier one to clear it up, but that is the truth of the 
matter. We keep away from anything that private enterprise can do. 

For example, I made reference to the Brooklyn waterfront earlier. 
There was a case where it was in the hands of a private company, 
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and they have been asking us for 4 or 5 years won’t we please buy 
them out, and we repeatedly said no, we won’t buy you out. You 
are a private company. You are paying taxes, and that is the way 
things should be run, and, finally, it came to a case where they said, 
O. K., the place is run down, it 1s almost a parallel situation in terms 
of condition. It had been there for many, many years. They said 
no private investor is going to put any money in this. This is the 
end of 2 miles of the best part of the New York Harbor waterfront, 
so what is going to be done about it? When they are ready to walk 
away from it, as they were, and it was going out of use, we just 
couldn’t let it happen. There was nobody who would do anything. 
So we had to roll up our sleeves and go in there, and we are paying, 
I will frankly confess, taxes; we are paying what they were paying. 

Mr. Coie. How can you explain that you can operate these ter- 
minals profitably and private capital cannot? 

Mr. Kina. Well, they are not profitable. We are supposed to 
break even. We go through usually some years of pioneering losses, 
but we think, and experience seems to be in our favor, that after a 
certain number of pioneering years if we are adroit and work hard 
enough at it, and figure our market, we can pull it up. 

Mr. Coie. The people in New York Port Authority are no smarter 
than the people not in the authority. They all come out of the same 
pool. I am very curious how you folks can be successful and this 
2 miles of the best waterfront in Brooklyn went to the wall. There 
must be some explanation. 

Mr. Kine. We have no stockholders that have to be paid dividends, 
so when I say we break even that is certainly not enough to attract a 
private company. I think that is one of the big things. I don’t say 
we are smarter, but certainly the port authority has tried to get the 
best talent they can from any place they can get it throughout the 
whole Nation in order to get a lot of hard work, and the best vision 
they can. I don’t know whether they have done better, or not, but I 
do know that we have done fairly well with it up to now. 

Some of our facilities lost during our early years, as we thought. 
At the end of a lot of hard work we improved them so we get them to a 
break-even point. 

Mr. Coie. To what extent, if at all, does the port authority have 
control over the charges imposed, and the use of a privately owned 
terminal? 

Mr. Kina. I didn’t quite understand you. 

Mr. Coxe. I own a terminal on the New York riverfront some- 
place. 

Mr. Kine. Yes. 

Mr. Core. To what extent does the authority tell me how much I 
can charge, how much during the day I can use it when the ships 
come in and out? Do you have any control over the private opera- 
tion? 

Mr. Kine. None whatever. 

Mr. Mo.xuonan. I do not mean this to indicate an attitude of 
criticism, but does the port authority pay any taxes, property taxes, 
or are they responsible for any taxes at all? 

Mr. Kina. We voluntarily pay what we call in lieu of taxes such 
as in the Brooklyn waterfront case. 

Mr. Motionan. How do you arrive at that? 
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Mr. Kina. It is generally the amount paid by the former owner, 
a comparable amount. We don’t always pay that. We have sought 
the right to be able to do that because we don’t want to eliminate 
the incomes to the communities in which these things are if it can 
be avoided. 

Mr. Doyue. May I ask this, Mr. Chairman? 

Mr. Duruam. Mr. Doyle. 

Mr. Doytz. What is the fact with reference to whether or not the 
port authority, because of the nature of its setup and the length of 
time you have been in business, isn’t it a fact that you pretty well 
have control or, shall we say, a sort of governmental monopoly on 
the needs of the port of that area with reference to these facilities? 

Mr. Kina. No, sir; as a matter of fact, we didn’t even have any 
marine terminals until 1948. Newark was the first. 

Mr. Doy.r. What is the present situation? Do you have what 
might be termed competition? 

Mr. Kine. Oh, yes; we have lots of competition. 

Mr. Doy.te. With private industry in the field? 

Mr. Kina. Yes; and we have a policy that under no consideration 
will we make any charges that are less than competition charges. 

For example, in our marine work we keep in touch with the other 
operators, and their charges. 

Mr. Doy.e. Then in line with Mr. Cole’s question, if there is a 
successful competition with you it must mean that private industry 
can operate these same facilities at a profit or they wouldn’t be in 
business. 

Mr. Kine. They are not replacing, and that is what is happening. 
That is what happened in Brooklyn, the case I mentioned. They 
are riding along with the facility gradually going downhill until it 
reaches its end, like the Newark facilities that are under consideration 
today, and eventually, of course, it hits the point where the fresh 
funds are required to reconstruct, and at that point these facilities 
go out of business. That is the trend that is going on. 

Mr. Doyte. I will ask this other question: Then your position 
with reference to what return you should have in the physical picture 
is that you want a return of net profit or of monetary profit on your 
risk capital in case the Government takes over the facility. In other 
words, that is the reason you are not willing to consider the basis 
that Mr. Cole asked you about and the distinguished gentleman from 
Maryland? You feel if the Government does take over the facilities 
nevertheless you want a profit on the difference between the appraised 
value and your capital? Isn’t that a fact? 

Mr. Kina. What you are saying is true except I wonder if it is 
proper to say profit. 

Mr. Dorie. You want a monetary return that will enable you to 
put that difference into the surplus for other use? 

Mr. Kina. If there should be one brought out after the operations 
of our property, the answer is ‘‘yes.”’ 

Mr. Doyte. I call that for the purpose of my question your risk 
capital. 

Mr. Kina. Yes. 

Mr. Osmers. Mr. Chairman, I hate to keep coming back into this 
discussion, but so the philosophy of the Port of New York Authority 
may be better understood by folks who are not in the New York 
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metropolitar area, I would like to point out that it is entirely illusory 
that all of the operations of the port authority are at a profit. For 
example, they went into the city of New York and built a $10 million 
bus terminal at the New York end of the Lincoln Tunnel. Now, this 
hasn’t made a penny. It has been open there a couple of years, and 
it has been losing money. They built a freight terminal. They 
built a truck terminal. This property, in my judgment, will not 
make any money for 3 or 4 years. 

Now, Mr. Cole said how can you do things that other people 
cannot do, and I will explain it very simply: They can do it because 
they happen to own the Holland Tunnel and the George Washington 
Bridge, and they have the ability to charge us 50 cents a ride through 
there. The Holland Tunnel has been largely amortized of itself, and 
the George Washington Bridge to some degr ee, and continued receipts 
of that revenue gives them a liquid enough base so they can go into 
the business of carrying out their charter to improve the great port 
of New York area in various other ways, so that really “the word 

“profit”’ is not accurate to describe anything they do. 

I think the thing we are talking about here will lose money for 
several years until it gets used, and rented, and so on. 

Mr. Doy.ie. Well, Mr. Osmers, it is profit even though you put it 
into surplus instead of paying stockholders. 

Mr. Osmers. Are you speaking now of an individual? Would you 
say they should not be here today suggesting this improvement for 
the port of New York because it would not be profitable? I think, 
Mr. Doyle, you would be the first to agree that if there were an 
opportunity for a private company to come here today instead of 
the port authority, and offered to do this, that we would be discussing 
profit, and that ‘that would indicate that this would be a plainly 
profitable proposition. 

But here we have gone 20 years and no private party has come 
forward to operate this. 

Mr. Doytre. Mr. Osmers, may I make my position clear. I don’t 
criticize in any way the operations of the port authority. 

Mr. Osmers. I recognize that, sir. 

Mr. Doyxx. And I think it is a field probably that—— 

Mr. Osmers. I don’t make a blanket defense, either. 

Mr. Doy se. It is a field where private capital hasn’t been willing 
to continue in the field because manifestly the port authority has grad- 
ually taken over much of the field, and I am not criticizing that, but 
for my purpose I want to make it clear that I recognize that the total 
operations of the port authority are profitable. 

Mr. Osmers. That is correct, sir. 

Mr. Doyie. Monetarily. 

Mr. Kine. That is agreed. 

Mr. Doy.ir. And J question whether or not it is advisable or I 
question whether or not it is quite the premise to adopt to pay a group 
or a tax-supported authority which you are indirectly 

Mr. Osmers. No, sir. Let us clarify that. 

Mr. Doy.e. All right, let me withdraw that. 

You are a governmental authorized authority. 

Mr. Cox. A tax-exempt authority. 

Mr. Doy.e. You are a tax-exempt authority by reason of your crea- 
tion and your purposes. 
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I question whether or not in the time of national emergency if the 
Federal Government takes over a piece of property under this sort of 
arrangement, I question whether or not another tax-exempt authority 
ought to expect a monetary profit or revenue on their capital invest- 
ment as contradistinguished from only a monetary revenue on the 
appraised value, along the line of Mr. Cole’s question. 

Mr. Cote. If you are through, I have just one more question: 

I assume that you would have no objections to changing this 
authority for the Federal Government to move in, to also include a 
national emergency declared by the President? 

Mr. Kina. Yes; we have very definite exceptions to it. 

Mr. Coxst. Then my assumption that you would have no objections 
is quite wrong? 

Mr. Kine. It is quite wrong, sir. 

Mr. Coir. Now, would you please tell me why you would have any 
serious objections, because what is the difference to you, Mr. Operator, 
whether the Federal Government comes in by way of a decision by 
the President or a decision by the Secretary of Defense, or a decision 
by the Congress that we are in bad shape and we need that pier? 
I don’t know what difference it makes to you as long as you are going 
to be paid the fair and reasonable rental of that property. 

Mr. Kina. Yes, sir; I am glad you asked the question because I 
would like to explain our position in that regard. It came up and was 
discussed at great length before the Senate committee, and I think 
that when the facts were out they explained the thing rather clearly 
on page 3 of their committee report, so I would like to go into it. 

I said earlier, and this is the real crux of it, that we have to put this 
rebuilt and reconstructed marine terminal into commercial use in 
order to get the money out and into the venture, because I do not 
know whether the Federal Government is going to come along and 
want it next year or 5 years or in 10 years. We don’t know what the 
Government needs are going to be, and I guess nobody can anticipate 
wars and emergencies. 

Therefore, we must base the whole move on a commercial considera- 
tion, what can it do to serve the commerce of the New York port 
district at this time? That means, therefore, that I must attract 
users, and this is a pretty big piece of property and I have got to get 
users who are willing to go into written agreements with us stating 
that they are willing to go there providing I can give them a tenancy 
that makes it attractive for them, to come from someplace else, perhaps 
inland, it usually is, to seek a location near the waterside. ‘To do that 
and we have been through this many times in our seaport work, they 
have to reevaluate their whole manufacturing and distribution system 
usually, their markets, their modes of transportation; they will only 
do that if we give them a lease document which gives them enough 
assurance of tenancy to make that possible to do. 

We have had some trouble with the congressional recapture right in 
the past, quite a bit of trouble, but we think we can overcome that, 
but a Presidential right just by the straight reason that we are com- 
pelled to put it in any sublease agreement or other agreement for 
tenancy we enter into just causes them to say that is not the place 
for us. 

Mr. Bennett. Well, on a Presidential emergency cannot they go 
ahead and condemn, anyway? 
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Mr. Kina. Yes, sir; they can, so that is an excellent point. They 
certainly can, and it is just a matter of how the Government pays, 
but the difference is when I have got to take it and wave it in front 
of an industry and say now, remember, Presidential recapture rights; 
they say, “Oh, any time the President says, ‘I want it’ he can take 
it right out from under us.” 

Mr. Bennett. That isn’t so. 

Mr. Kina. But that is the feeling they have. 

Mr. Bennett. He has to declare it an emergency of a military 
nature; doesn’t he? ’ 

Mr. Kine. Well, our views are one thing, perhaps, but the view of 
the man who is going to go to considerable expense to move in is an- 
other view, and we can only conclude from our experience in our past 
dealings that it is not a salable peace of merchandise where we have 
to write that recapture in the document. 

Mr. Bennerr. And you cannot say to that man, well, even if this 
was not in here as to the emergency not in here, if there was an emer- 
gency they could come in and take it? 

Mr. Kina. We have talked it over at great length, and we have come 
out that we cannot protect our investment with that in there. The 
Government has still got the right. That is the important thing. 

Mr. Doyur. May I ask this: By actual experience, have you had 
any refusals of acceptance of leases because the Presidential power 
was in the lease? 

Mr. Kine. We haven’t gone into it yet in this particular piece of 
property. 

Mr. Doy te. So it is your conclusion rather than by virtue of 
experience? 

Mr. Kine. Well, we concluded from past negotiations of various 
kinds, and in the experience of the former private tenant with whom 
we had a fairly close working relationship when they were our tenant 
in there, and we had some interest in their welfare, that is before we 
actually had the property back, and when we took the property there 
was a private terminal operator attempting to do that, and we were 
quite familiar with his experience, and had access to his different 
negotiations and transactions. We saw there what his difficulty was, 
and he had talked it over with us on several occasions to see how he 
was getting along. 

Mr. Cour. I am sure you are familiar with the fact that we in 
Congress give the office of the President great powers to declare a 
national emergency as reasons for doing many things that affect the 
destiny of our nation. It seems to me that this limitation in leaving 
out the Office of the President would be a very distinct digression 
from congressional experience as I recall it during these 9 vears. 

Mr. Kine. Well, I would like to explain. The original bill didn’t 
have that written in. All we are attempting to do is make a modifica- 
tion of the old bill to the extent that our investment is protected, and 
that was a clause that just was 1’t in the original bill. 

Mr. Cote. Yes; and because the Congress didn’t write this addi- 
tional provision in it cost Mr. Uncle Sam $500,000 for each year that 
it used that same property during what has been called a conflict with 
Korea, that it paid $60,000 when everybody knew that we were at war. 

Now, sitting on this side of the table I cannot justify that distinc- 
tion. Maybe you can down there, but I don’t see how you can. 
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Mr. Kine. You can justify it. 

Mr. Cour. Let me ask you are you obligated in any—lI am sorry, 
I thought you said “Yes’—are you obligated to pay penalties or 
costs in case you have to cancel the leases of any of your companies’ 

Mr. Kina. Yes; I would like to expound on what Mr. Ewing said 
earlier. 

I have a different picture as to our dollars, and I think our records 
would have to be controlling. We paid $300,000 in damages when 
the Air Force insisted on taking the property. We pleaded with 
them 

Mr. Cote. How much did you pay when the Army took it back 
during World War II? : 

Mr. Kina. Well, we didn’t have it at that time. 

Mr. Coxe. Your predecessor; do you know? 

Mr. Kine. I don’t know. But I do know it must have been a 
comparable sum because they did have to liquidate leases on about 
the same area involved. 

But we paid $300,000 as a result of that, and we told the Govern- 
ment that there would be such plans, and that had a definite bearing 
on the fixing of the rent, and it was allowed for that way. They told 
us at the time that w as the only way it could be handled, and they 
were quite willing to do it to get access to the property. 

I want to make it clear that we did everything in God’s world to 
get them not to take it. 

Mr. Coxe. To get the Air Force not to take it? 

Mr. Kina. Yes, sir; and we felt very badly, but they knew why, 
and that is their prerogative in the final analysis, which it was in 
that case. 

Mr. Cots. Well, the lease contains a provision, if I may interrupt, 
because there is no need of prolonging it—if your leases contain a 
provision that the lease may be terminated at any time of declara- 
tion of war by the Congress, then you are not obligated to pay any 
damages in case it is terminated, are you? ‘Yes’ or “No.” 

Mr. Kina. Well, probably not, but I cannot get anybody to sign 
the deal. That is what is bothering me. 

Mr. Cote. On the same basis, if your leases contain a prov ision 
that the lease may be terminated in any national emergency declared 
by the President, then you would not have to pay damages i in case 
the lease is terminated; would you? 

Mr. Kina. But | couldn't get the lease. 

Mr. Coxx. I realize it adds to your difficulties, but I am just trying 
to get in my own mind the extent of your obligation in case of 
cancellation. 

Mr. Kina. That is correct. 

May I finish the other statement about damages just for the record? 

We also have to face the loss of income when the Air Force moves 
out. Now, they moved out last August. The plant is still there 
empty. 1am carrying it, and I would like to get started, and I want 
to say that we have the funds, and we are re ady to go and when I can 
start spending I can start to get usage again. So whenever a big 
piece of property like that is vacated the Government knows and 
allows for the fact that it is going to take 2 or 3 years to go back and 
get the commercial tenants back even if they are interested, because 
it is a great big piece of property, and it cannot be done overnight. 
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Mr. Doyur. May I ask this question, Mr. Chairman, which would 
certainly help me as a member of the committee to understand why 
the business in which you are engaged, or with whom you propose to 
deal as possible tenants of this property, and why your board of 
directors—I think you mentioned that you talked this matter over 
with your board—what is the fundamental reason why you American 
businessmen aren’t willing to take the judgment of the Presidential 
Office on a matter of national emergency as contrasted to being willing 
to take the judgment of Congress? Why does it make that great a 
difference? Frankly, I am surprised to hear you state it. But it 
seems to me that we in Congress are entitled to the benefit of your 
reasoning. 

Mr. Kina. Yes; of course you are. As near as I can interpret it, 
there is no private businessman—and he is patriotic, I am sure—but 
a private businessman is there to protect his money and his invest- 
ments, and he is there to give his organization and his board of direc- 
tors and stockholders the best business transaction he can. 

Now, here is a case where there is lots of waterfront. We happen 
to have a little piece with a cloud on it. The question is how big is 
that cloud? Other waterfront properties do not have the cloud on 
them, and to lead them into one that starts with a congressional 
right of recapture that other properties don’t have that we must 
write in our agreements, so we think we can get over that hurdle. 

Then we go a step further, and put in the Presidential right, and 
that just seems to be the additional thing where a good businessman 
in his own judgment says, “This is not sound enough to warrant the 
expense I am going to go to to move into this territory because the 
property is held right out obviously as a plum to be taken first before 
other properties are taken under any kind of a little situation.” 

Mr. Coe. Well, his rental is adjusted to compensate for that 
cloud, isn’t it? 

Mr. Kina. It is the eviction that is the important thing. He must 
leave. 

Mr. Co.x. But those are all part of the factors he takes into con- 
sideration when he decides whether the price you charge for the rent 
is worth it? 

Mr. Kina. Well, I wish it was only a discussion of rent, but the 
truth of the matter is we feel deeply that it goes beyond any rental 
discussion. It goes into whether he can afford to go into the area 
at all or not. 

Mr. Dunnam. Any further questions? 

Thank you very much, Mr. King. 

Mr. Kina. Thank vou. 

Mr. Doyie. May I make this observation: I think in view of my 
last. question that I should say this, it is rather disturbing to me to be 
given information that there could be a serious cloud in your judgment 
and the judgment of your board that American businessmen engaged 
in this line of business, in the language you used, would consider that 
the Office of the President coming to the conclusioa that there was a 
national emergency in existence would consider this a plum. Be- 
cause I don’t regard the Office of the President of the United States 
in that category at all. I regard the Office of the President of the 
United States, no matter what party is in, as an office which operates 
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with fairness, and would never declare a national emergency unless 
one existed. 

Mr. Kina. Yes, sir; I agree with you, and I think they agree with 
you. 

Mr. Doyte. I think that is the rank and file attitude of the Ameri- 
can businessmen contrary to what you say in regard to your own 
particular business problem. That is the way I look at American 
business. 

Mr. Coue. I think you must have misunderstood. 

Mr. Kine. What I was trying to say is when that happens the 
record is clear that the taking of property leads, first, to this property 
rather than any other property, you see. 

Mr. Doy.ir. Why would it lead first to this property? 

Mr. Kina. Because the Government has the right specified in the 
law, and we in turn have put it in the lease. It would not be any 
other property as long as it was specified in this property. 

Mr. Doyte. Well, if it was the policy of Congress to only executive 
documents such as this where the Presidential office also was tied in 
with authority to declare a national emergency which would affect 
property, then this particular property could not be singled out. 

Mr. Kring. You understand that the Government could still take 
this property, under Presidential emergency, but its right would be in 
considering this property then on an equal basis with any other proper- 
ties for that kind of taking, which gives us a competitive basis to in- 
terest the tenants that I explain we have to put in there. 

But when we single it out and put the right in the law applied to 
this one piece, and then I in turn have to single out my tenants and 
tell them that it has got to be in their agreement with us, we run two 
risks. 

Mr. Doyue. Of course, manifestly, I should think including only 
the Presidential office would be ridiculous. The powers of Congress 
should also include taking over any waterfront property in my 
country. That is the way I look at it. 

Mr. Kina. He can take it over. There is no question about that. 
The bill says that, but we are talking about the kind of rent to be 
paid when it is taken over, plus the fact we are saying give us a 
chance to put in the usage to support our investment on a competi- 
tive basis with any other waterfront property. 

Mr. Doyte. But you limit the right to declare a national emer- 
gency at line 9, page 2, as only coming from Congress. 

Mr. Kina. No, sir; I am sure that isn’t intended. Let us see 
what we have. 

Mr. Dorie Unless I misread that. 

Mr. Kino. That is applicable to the specific property we are talk- 
ing about, and that is an explanation of Public Law 730 as it exists 
prior to this bill. 

Mr. Doyte. Well, wouldn’t that apply to this property? 

Mr. Kine. The Government has the right to take the property 
under any kind of an emergency, Presidential or otherwise. 

Mr. Doyte. I understand that. But this, it seems to me, is an 
express limitation you intend to apply to this property. 

Mr. Kina. It was in the original bill; yes, sir. 

Mr. Doyte. You intend it to apply to this particular deal? 
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Mr. Kine. Yes. 

Mr. Doyir. That was the basis of my questioning. 

Mr. Kine. But that runs to a rent formula and not to the right of 
the Government to take the property. 

Mr. Duruam. You would be dealing with Congress entirely under 
the present bill, and would have the right to come to Congress but 
under the declaration of emergency by the President you might have 
to deal entirely with the Army; isn’t that correct? 

Mr. Kine. No, I didn’t consider that. I was just considering our 
ability to market our investment in peacetime, which is what is 
before us. 

Mr. Duruam. Thank you very much. 

Mr. Cone. If you had your ‘‘druthers’’ you would rather have not 
any restriction in here about the Government recapturing, wouldn’t 
you? 

Mr. Kine. Yes, sir; I would. 

Mr. Cour. Of course, even though without such a provision in the 
deed the Government could come in at any time and take it over? 

Mr. Kina. Yes, sir. 

Mr. Coun. The difference is by putting it in the deed the amount 
of damages is spelled out. By not having it in the deed the amount 
of damages is quite different even though the use of the property may 
be interrupted just as quickly and cause just as much hardship and 
uncertainty? 

Mr. Kina. That is correct. 

Mr. Duruam. Thank you very much, Mr. King. 

Mr. Kine. Thank you, sir. 

Mr. Duruam. Any further witnesses on this bill? 

Mr. KEeLLEHER. No, sir. 

Mr. Duruam. Thank you very much. 

Mr. Cots. Mr. Chairman, | move we report out Senate 2624. 

Mr. Duruam. Without objection, the bill will be reported favorably 
to the full committee. 

Mr. Bennerr. Do you mean you will concede the point about the 
Presidential phrase? 1 am inclined, personally, to have it included. 

Mr. Coir. Some of its operations are good and some aren’t. 

Mr. Bennerr. You were rather alarmed about the possibilities. 

Mr. Doyte. I think it is an imaginary anticipation. They stated 
they had no experience in it. I hesitate to see it adopted policy of 
leaving the Presidential office out. 

Mr. Cote. We are not about to because that was the policy fixed 
in 1936. All we are doing is continuing the policy of 1936. 

Mr. Bennerr. Does anybody remember what the Department 
said about that? Didn’t they say they wanted the Presidential 
thing in? 

Mr. Coir. Thev said they wanted it in, but it just makes it more 
difficult for the folks putting up these warehouses to go out and rent 
them, and I think it much better we have these terminal warehouses 
available for possible use even though we have to pay for them. 

Mr. Bennett. I am willing to concede it. 

Mr. DurHam. What is the next bill? 

Mr. Kevieser. 5. 1261, Mr. Chairman, introduced by Mr. 
Osmers, and Mr. Osmers is here, as is Mr. Knott. 

(S. 1261 is as follows:) 








. SS 








ne ae ee 


set 


ak DLA 












5403 


[S. 1261, 84th Cong., Ist sess.] 


AN ACT To authorize the conveyance of certain lands within Caven Point Terminal and Ammunition 
Loading Pier, New Jersey, to the New Jersey Turnpike Authority 


Be it enacted by the Senate and House of Representaiives of the United States of 
America in Congress assembled, That the Secretary of the Army is hereby author- 
ized and directed to convey by quitclaim deed to the New Jersey Turnpike 
Authority, a body corporate and politic organized and existing under and by virtue 
of the laws of the State of New Jersey, for street or road purposes and other 
purposes connected therewith, or related thereto, including restaurants, gasoline 
stations, rest rooms, parking areas, maintenance shops, and storage areas for 
maintenance equipment, whether operated by the New Jersey Turnpike Authority 
or others, all right, title, and interest of the United States, except as otherwise 
reserved in this Act, in and to a certain parcel of land within Caven Point Ter- 
minal and Ammunition Loading Pier, New Jersey, situated in the city of Jersey 
City, county of Hudson, and State of New Jersey, and more particularly described 
as follows: 

Parcel R-30A-—2 as designated on a map filed or about to be filed in the Office 
of the Register of Deeds of said county, entitled: ‘‘New Jersey Turnpike 
Authority, New Jersey Turnpike, Newark Bay-Hudson County Extension, 
Parcel Property Map’’. 

Said Parcel R-30A-—2 including specifically all the land and premises lying 
within the proposed lines of the New Jersey Turnpike, Newark Bay-Hudson 
County extension, and described as follows: 

Beginning at a point in the division line of lands now or formerly of the United 
States Army, and lands now or formerly of Lehigh Valley Railroad Company 
said point being a point common to lots 1B and 1A; thence (1) north 37 degrees 
13 minutes 52 seconds east continuing along last-mertioned division line 495.43 
feet to a point; thence (2) north 79 degrees 24 minutes 23 seconds east continuing 
along aforesaid last-mentioned division line 440.75 feet to an angle point in said 
division line; thence (3) north 71 degrees 17 minutes 52 seconds east, continuing 
along said division line 444.40 feet to a point in the northwesterly boundary of 
lands now or formerly of Tankport Terminals, Incorporated; thence (4) southerly 
along the division line between lands of the United States Army, and lands now 
or formerly of Tankport Terminals, Incorporated, said division line being a curve 
to the left having a radius of 441.68 feet, an arc distance of 384.72 feet to a point; 
thence (5) running along the proposed right-of-way line of the Newark Bay- 
Hudson County Extension of the New Jersey Turnpike, the following courses 
and distances, said right-of-way line being a curve to the left having a radius of 
374.27 feet, an arc distance of 120.27 feet to a point; thence (6) south 21 degrees 
13 minutes 47 seconds west, a distance of 134.93 feet to a point; thence (7) follow- 
ing a curve to the right having a radius of 531.44 feet, an are distance of 578.18 
feet to a point; thence (8) south 83 degrees 33 minutes 52 seconds west, distant 
136.69 feet to a point; thence (9) along the are of a curve to the left having a 
radius of 493.34 feet, an are distance of 54.39 feet to a point in the line dividing 
lot 4C and lot 1A; thence (10) north 33 degrees 13 minutes 08 seconds west, a 
distance of 273.59 feet to the point of beginning, containing 396,913.0 square feet 
more or less, or 9.11 acres more or less, being also designated as part of lots 1A, 
1D, 2, 3C in block 1500, and part of lot 1D in block 1494 on the tax map of the 
city of Jersey City, together with any and all right of direct access to and from 
the aforementioned extension of the New Jersey Turnpike constructed or to be 
constructed on land hereinabove described. 

Sec. 2. The conveyance authorized by this Act shall be made subject to (a) 
the condition that the New Jersey Turnpike Authority pay into the Treasury of 
the United States, in return for the land conveyed, an amount equal to the fair 
market value of such land to be determined by the Secretary of the Army after 
appraisal of such land, and (b) such other conditions, limitations, or reservations 
as the Secretary may deem necessary to assure that the use of such land by the 
New Jersey Turnpike Authority, its successors, contractors, lessees, or assigns, 
shall not interfere with the operation of the aforementioned installation and to 
assure that the interest of the United States shall be protected. 

Sec. 3. All mineral rights, including gas and oil, in the lands authorized to be 
conveyed by this Act shall be reserved to the United States. 

Sec. 4. There shall be further reserved to the United States in the conveyance 
of the above-described lands, rights-of-way for water lines, sewer lines, telephone 
and telegraph lines, power lines, and such other utilities which may now exist or 
which may become necessary to the operation of the Caven Point Terminal and 





5404 


Ammunition Loading Pier. Any such utility crossings required by the United 
States subsequent to the opening of the Newark Bay-Hudson County extension 
of the New Jersey Turnpike to traffic shall be installed underground and at the 
expense of the United States. 


Sec. 5. In executing the deed of conveyance authorized by this Act, the Secre- 
tary of the Army shall include specific provisions covering the reservations con- 
tained in sections 3 and 4 of this Act. 

Sec. 6. In the event actual construction of such street or road and other con- 
struction connected therewith or related thereto is not commenced within two 
years from the date of enactment of this Act, or in the event such property shall 
cease to be used for street or road purposes and other purposes connected therewith 
or related thereto for a period of two consecutive years, then title to such land, 
including all improvements made by the New Jersey Turnpike Authority, shall 
immediately revert to the United States without any payment by the United 
States of compensation therefor. 

Sec. 7. The provisions of section 601 of the Act of Congress approved September 
28, 1951 (Public Law 155, Eighty-second Congress), shall not apply to the 
conveyance authorized by this Act. 


Passed the Senate July 25, 1955. 
Attest: Fev_ton M. Jounston, Secretary. 


Mr. Osmers. Mr. Chairman, S. 1261, which has passed the Senate, 
is a bill which has been introduced in Congress at the request of the 
New Jersey Turnpike Authority. 

The New Jersy Turnpike runs across the State of New Jersey, and, 
as I think most of you know, it is having certain connections and 
additions made to it; one of them connects the New Jersey Turnpike 
with the Pennsylvania Turnpike, and the extension which is under 
consideration, and which this bill expedites, is an arm of the turnpike 
shown on this map which runs from Newark Airport, the Newark 
Airport area, across Newark Bay and up the Hudson River water- 
front to the Holland Tunnel, and in the middle of that route it is 
required that a small amount of land be taken. This is to orient 
you, sir. 

This is Newark Airport here. This is the New Jersey Turnpike 
running north over here. This is the city of New York, Manhattan 
Island, and this arm, and much of it is already completed, runs across 
the bridge over Newark Bay and then up the waterfront. This, of 
course, has great interests to the defense interests, too, because in 
the event of any evacuation of New York City they would use the 
Holland Tunnel, Lincoln Tunnel, and the George Washington Bridge. 
and this little piece of land which Mr. Knott, I think, could probablv 
describe in better detail as to what is being taken—as far as I know, 
the Government would be compensated for it as to the fair market 
value—— 

Mr. Cour. As determined by the Secretary of the Army? 

Mr. Osmers. That is right. 

Mr. Doyte. Is that this piece here? 

Mr. Osmers. Yes, sir. 

Mr. Coxe. I don’t know who drafted this bill, but my quick 
glancing down through it prompts me to commend it as being a fine 
pattern for use in future similar situations. If we could have all of 
our real estate disposals under terms as favorable to the Government 
as this appears to be, I would be very happy. I don’t know where 
it came from. It was somebody looking out for Uncle Sam. 

Mr. Osmers. There really isn’t anything more I can say about it 
except, Mr. Chairman, every member of the Armed Services Com- 
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mittee is interested in the fact that it does not destroy important 
Government facilities. 

Mr. Coz. If it does then it is the fault of the Secretary of the 
Army whose responsibility it is to operate the facility. 

Let me just ask what is the effect of section 7, which affects certain 
provisions of the law? 

Mr. Knorr. That is title VI of Public Law 155, which requires 
the Secretary to reach agreement concerning real-estate transactions 
involving more than $25,000. I presume that the thought there was 
that this agreement with the committee of the Armed Services 
Committee of the House and Senate, involved more than $25,000. 
Now, that law provides that any transaction involving more than 
$25,000 providing for a transfer of property to the States, that the 
Secretary will reach agreement. 

I gather that the thought here was that since this would be heard 
by the Armed Services Committee at the outset that that further hear- 
ing would no longer be necessary. 

Mr. Duruam. Well, under that law it would necessarily have to be 
reported back to the two committees of the House and Senate; is 
that correct? 

Mr. Knorr. That is correct, but for that provision in section 7. 

Mr. Duruam. Any further questions? 

Mr. Dorie. How much money is involved, approximately? 

Mr. Knorr. Our estimate of the value of that land, and it is yet 
not a detailed appraisal because that must be made as of the time of 
conveyance, but our estimate is that that is going to run between 
$10,000 and $12,000 an acre, or something like a hundred thousand 
dollars. That land—we have 341 acres in that installation, and the 
across-the-board figure on our acquisition in 1941 was around $6,300 
an acre. 

Mr. Durnam. Without objection, the bill is reported favorably to 
the full committee. 

Mr. Osmers. Thank you very much, Mr. Chairman. 

Mr. Duruam. We will proceed with the next bill. 

Mr. Keuuener. H. R. 2452. 

(H. R. 2452 is as follows:) 





(H. R. 2452, 84th Cong., Ist sess.] 


A BILL To provide for the conveyance of certain lands by the United States to the State of Wisconsin 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Army is authorized and 
directed to convey to the State of Wisconsin all of the right, title, and interest 
of the United States in and to the real property described in section 2 of this 
Act, subject to the condition that it be used in the training and maintaining of 
units of the Wisconsin National Guard, and if such real property shall ever cease 
to be used for such purpose, all the right, title, and interest in and to such property 
shall revert to, and become the property of, the United States, which shall have 
the immediate right of entry thereon. 

Src. 2. (a) The La Crosse National Guard Target Range, located near La 
Crosse, Wisconsin, in La Crosse County, Wisconsin, more particularly described 
as follows: 

Beginning at the southwest corner of section 10 thence north 6 rods; thence 
east 160 rods; thence south 6 rods; thence west 160 rods to the place of beginning, 
being south 6 acres of the southwest quarter of section 10, township 15 north, 
range 7 west, recorded in La Crosse County, October 23, 1912, at 4:35 post- 
meridian, volume 120, page 354. 
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(b) Four hundred and forty acres of land situated in sections 15 and 16, town- 
ship 17 north, range 2 east, Juneau County, Wisconsin, more particularly de- 
scribed as follows: 

Township 17 north, range 2 east: Section 15, northwest quarter southwest 
quarter, southwest quarter southwest quarter; and section 16, northeast quarter 
northeast quarter, northwest quarter northeast quarter, southwest quarter north- 
east quarter, southeast quarter northeast quarter, northeast quarter northwest 
quarter, northwest quarter northwest quarter, southwest quarter northwest 


quarter, southeast quarter northwest quarter, northeast quarter southwest 
quarter. 


(c) The radio range site located on Highway “M’’, approximately 3% miles 
northeast of the northeast corner of the original military reservation, more 
particularly described as follows: 

Township 17 north, range 2 east, from number 9, tract 5, Camp Williams Air- 
port. A parcel of Jand 36 rods square in the northeast corner of the southeast 
quarter of the northeast quarter containing 8 acres, more or less. 

Mr. WirHrow. This was a measure given to me by the adjutant 
general of the State of Wisconsin, for introduction. It has to do with 
the transfer of two pieces of property, the one in La Crosse County, 
and the other in Juneau County, both of which are in my district, to 
the State of Wisconsin to implement the National Guard program. 

This has been submitted and the report is here dated as of June 20 
over Mr. Stevens’ signature with a recommendation of two amend- 
ments; both of which meet the approval, of course, of the adjutant 
general of the State of Wisconsin, and with those two amendments, 
and I quote from the report: 
the enactment of this measure will not involve the expenditure of any Department 
of Defense funds. 

This report has been coordinated within the Department of Defense in 
accordance with procedures described by the Secretary of Defense. 
The Bureau of the Budget has advised there is no objection to the 
submission of this report. That report is dated as of June 20, 1955. 

Mr. Durnam. Are there any questions? 

Mr. Corr. Mr. Chairman, Mr. Withrow, you were here when a 
while ago I made comment of a complimentary nature with respect 
to a bill authorizing the transfer of lands out of the Department of the 
Army to the Turnpike Authority of New Jersey. 

Mr. Wirnurow. Yes, sir. 

Mr. Coxe. I would call to your attention this particular section of 
that bill which requires that the conveyance shall be subject to the 
condition that the turnpike authority pay into the Treasury of the 
United States in return for the land conveyed an amount equal to 
the fair value of the land to be determined by the Secretary of the 
Army. 

Now, your bill does not carry such a provision. Let me ask you 
how can we in good conscience give away property to a public author- 
ity for a public purpose in Wisconsin, and, on the other hand, charge 
a public authority in the State of New Jersey for comparable 
property? 

Mr. WitrHrow. The difference is this, as I see it: This property 
will be used for National Guard purposes. 

Mr. Cots. Which is a State activity. 

Mr. Witsrow. And when it ceases to be used for National Guard 
purposes it will revert back to the Federal Government. 

Mr. Coxe. That same provision was carried in the New Jersey bill 
about reversion, but in both instances the property is to be used for 
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a public purpose. On the one hand, it is a turnpike, a Federal inter- 
state highway 
r. Dunnam. No; a turnpike is not an interstate Federal highway. 

Mr. Bennett. I thought it was a private corporation. 

Mr. Cote. It is public. 

Mr. Duruam. No; a private corporation. 

Mr. Cor. When the bonds are paid off it becomes public. 

Mr. Duruam. No. 

Mr. Wirnrow. To be very truthful with you, I am not as well 
informed on this matter as I should be, probably. 

Mr. Cour. I would dare say so that an organization with the name 
of the New Jersey Turnpike Authority is not a private operation, I 
doubt very much. 

Mr. Duruam. It goes out and sells bonds and those bonds are 
liquidated on the costs and charges for traffic over that road. 

Mr. Cote. In either event, the use of the two properties is for 
public purposes. On the one hand we are charging for them, which 
I think we should. Whenever Uncle Sam has surplus property to be 
turned over to a city or county I think Uncle Sam ought to be paid 
for it. Goodness knows, we are not so lush with our resources that 
we can afford to give these things away. 

Now, I don’t want to throw rocks in the path of your bill, but 
having been so outspoken on the other one I feel obliged to make these 
comments. 

Mr. Doyte. Isn’t this a material difference: One is the turnpike 
authority which at present is a private or semiprivate authority, and 
the other is purely more military use, the National Guard of Wisconsin 
being, I assume, tied in with our national defense and national security, 
the same as the California National Guard is in my State. 

Isn’t that a material difference, Mr. Cole? 

Mr. Cote. There is a difference, but I wouldn’t say it was a ma- 
terial difference, because in both cases the public benefits from the use. 

Mr. Duruam. I know at no time of charging the States for land, 
though. 

Mr. Cots, It is about time we started thinking about it. The 
amount of dollars involved in this property cannot be very much. 
It is the principle that is more important than the dollars. 

Mr. WirHrow. The Adjutant General was to be here, but I am 
under the impression that a part of this land that they are conveying 
to the State of Wisconsin now is being used by the National Guard. 
Now, I don’t know just exactly how. I suppose that is on a lease 
basis; am I correct in that, sir? 

Mr. Knorr. That is correct; a nominal lease. 

Mr. WirHrow. This gentleman probably knows a great deal more 
about that part of it than I do. 

Mr. Cos. I am sure you will agree, Mr. Withrow, and with par- 
donable pride, that the financial condition of the State of Wisconsin 
is far better than the financial condition of the United States of 
America. 

Mr. WirHrow. Well, I am very proud of the State of Wisconsin 
and their financial position. 

Mr. Bennett. I would like to ask this question which I think 
might clarify it, and I think you would know the answer from the 
Secretary’s office. I don’t believe that we have ever passed any law 
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which charged a State government for any property turned over to 
the National Guard, whether it was a reverter of this type? As far as 
1 know, that has never been done. 

Mr. Knorr. I know of none. 

Mr. Bennetr. And you know of a number of cases where we have 
done specifically this thing? 

Mr. Knorr. That is right. In fact, in 1948 the surplus property 
act of 1944 was amended to provide for the disposal of surplus 
properties in this manner, and it specifically included the language 
that such disposals shall be without monetary consideration. 

Now, under that a number of installations were disposed of. But 
it had a life of 1 year and 1 day when the Federal Property Act of 
1949 was enacted, and among its repealing provisions this general 
authority was repealed. 

Now, beginning in about 1950 we started with a special bill on Camp 
Joseph T. Robinson, reconveying or conveying it to the State, and 
that was the beginning of a series of bills, and it would be my estimate, 
Mr. Chairman, right now that perhaps since that time, since 1951, 
there have been about 13 or 14 bills that have been enacted providing 
for the transfer of these properties. In a sense, while I understand 
Mr. Cole’s position, this has been true: A number of these properties 
acquired for and held for primarily National Guard training by the 
Department, their conveyance to the State represents in a sense a 
relief of some responsibility and a custodianship for property which 
it is holding primarily for use for the National Guard. 

Mr. Duruam. Thank you very much. 

Without objection, the bill will be reported favorably with amend- 
ments. 

General Walsh, do you care to make any statement on this bill? 

Major General Watsu. Yes, sir; and with two other bills. 

I have a statement that will take about a minute, if you please, sir. 

Mr. Chairman and gentlemen of the committee, I am Maj. Gen. 
Albert A. Walsh, president of the National Guard Association of the 
United States. I desire to make a brief statement on behalf of three 
bills which are on the subcommittee agenda, or were, H. R. 2452, 
pertaining to Wisconsin, H. R. 4363, which is off for the moment, per- 
taining to New Mexico, and H. R. 6545, pertaining to Texas, which 
have been introduced for the same general purpose, namely, that of 
conveying right, title, and interest in special properties to the State 
in which the property is located for the continuing use of the Army 
or Air National Guard. 

This subcommittee has considered several bills of similar purpose 
in the past. These bills generally pertain to Federal property no 
longer required by the Federal Government, and which have been 
under lease or license to the State for specific use of maintaining and 
training units of the Army and/or Air National Guard of the State. 
All of the States concerned have determined that the National Guard 
has a continuing need for the use of the property by the National 
Guard. Such conveyances are normally subject to the following 
reservation: 

First, the property will be used only for military purpose and in the 
event it is otherwise used title shall revert to the United States with- 
out compensation. 
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Second, the Secretary of Defense during a national emergency shall 
have the right to reoccupy and use the property, including all improve- 
ments, for a period not to exceed the duration of the emergency, plus 
6 months. 

Third, the mineral rights on the property are usually reserved to 
the Federal Government. 

It appears to us that there are many advantages to be gained by 
both the Federal Government and the State in enacting such measures. 
It places the property under local management for economical control 
and permits improvements to the property for use of the National 
Guard, and at the same time perpetuates the availability of the area 
for military use during a national emergency. 

I believe the three bills, H. R. 2452, H. R. 4363, and H. R. 6545, 
generally conform to the above purposes and procedures, and I there- 
fore urge vour favorable consideration. 

Now, Mr. Chairman, may I add that in response to the matter 
raised by Congressman Cole of New York—— 

Mr. Cote. Mr. Chairman, I must leave. The House is soon going 
to be in session. I don’t care to engage in an argument with you, 
General Walsh. 

General Watsu. I just wanted to point out something. You 
raised the point. 

Mr. Cour. Yes; I raised the point. I understand. 

General Watsu. That is in the matter of compensation when the 
Federal Government steps in and takes these over as it did during the 
war, particularly in the matter of Camp Blanding in Florida, your big 
camp out in California, Camp Brickley, the Federal Government paid 
the State no compensation of any kind. 

Mr. Duruam. Thank you very much, General. We appreciate 
your statement. 

Without objection, the bill will be reported with the amendments 
protecting the interests of the United States and—— 

Mr. Coxe. Correcting the description of the properties. 

Mr. Knorr. One is the description and the other is to spell out the 
reservations more fully. 

Mr. Duruam. I see Mr. Herlong has been sitting back there for 
quite some time. Maybe we can take up your bill now. 

Mr. Kevuruer. H. R. 5657, sir. 

(H. R. 5657 is as follows:) 


[H. R. 5657, 84th Cong., 1st sess.] 


4 BILL To allow the use of certain property in Volusia County, Florida, for civil-defense purposes without 
payment of compensation to the United States 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, notwithstanding any other provision of law, 
or any condition or restriction placed on the real property by the deed given by 
the United States to the Board of Public Instruction of Volusia County, Florida, 
on May 15, 1948, which can be found in book 386, page 27 of the public records 
of Volusia County, Florida, such real property may be used for civil-defense 
purposes by the Volusia County Civil Defense Control Center without the pay- 
ment of compensation to the United States. 


Mr. Hertona. Thank you, Mr. Chairman. I don’t think this 
will take but a couple of minutes. 

I appreciate the privilege of being heard on this bill. This bill is 
simply one to permit the civil defense authority in Volusia County, 
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Fla., which is Daytona Beach, Fla., to use certain buildings trans- 
ferred by the War Assets Administration to the Volusia County Board 
of Public Instruction. 


In the original deed to the Volusia County Board of Public In- 
struction there was a proviso that the property had to be used for 
educational purposes. That meant that the school that is now being 
operated on these premises could not permit the civil defense authority 
to go in and use this particular building for their control center. They 
want to use it for their control center in that area. 

We are simply asking for permission to bypass that exception in the 
quit-claim deed of the War Assets Administration to the Volusia 
County Board of Public Instruction who are the grantees under the 
trust deed. 

Now, if there are any questions I will be glad to answer them. The 
Civil Defense Administration is highly in favor of the bill. 

Mr. Duruam. Any questions of anybody? 

Without objection, the bill is reported favorably. 

You may file your statement with the committee. 

(The statement of Mr. Hubert R. Gallagher is as follows:) 


STATEMENT ON H. R. 5657 By Huspert R. GALLAGHER, ASSISTANT ADMINIS- 
TRATOR, FCDA 


The Federal Civil Defense Administration asks your approval of H. R. 5657. 
As the parent committee of FCDA, which was established by the 8ist Congress, 
2d session, you are aware of the importarce of civil defense and, accordingly, I 
hope vou will report favorably on H. R. 5657 and recommend its passage. The 
civil defense of the Nation in these difficult times is certainly of general public 
concern. Real property required for such a function would obviously be for a 
general public use. The property in question was formerly an Army building. 

This property which is now needed by the Volusia County Civil Defense 
Agency would be used for a control center for training purposes and for a pro- 
posed ground observer post. In reaching a decision on this legislation I urge that 
you keep these facts in mind: 

First, from the standpoint of its use as a civil defense control center— 

(a) The area in question is along a coastline which during World War II 
was not far from where enemy submarines actually landed saboteurs. 

(b) It is near a harbor where one of our mothball fleets is anchored—a 
most productive target for the enemy. 

(c) It is iv a State which is one of the principal training areas for the Air 
Force and where various experimental bases are located, as well as one of 
the great SAC bases. 

(d) It is in one of the fastest growing States industrially and recreationally 
in the land. Civil defense will become of increasing importance in Volusia 
County, which is growing so rapidly that its highways have not kept pace 
with the population growth. Without an adequate control center plus 
trained workers I hate to prophesy what would happen if we were attacked 
either by air or submarine. 

(e) It is in a State which has unfortunately been affected by hurricanes, 
floods, and other disasters. 

(f) Civil defense training courses under the sponsorship and auspices of 
the adult education branch of the Volusia County Board of Instruction are 
also being conducted in this facility. 

Civil defense functions as a disaster relief agency at every level of Government 
when disaster strikes. Control centers are immediately put to use and become a 
point of contact for the coordination of Federal, State, and local aid in case of dis- 
aster. Federal funds have been made available on a matching basis for their 
equipment. 

Second, from the standpoint of its use as a ground observer post: 

(a) As a ground observer post, the property would perform a dual public 
purpose. It would be useful in tracking approaching planes and in giving 
warning of approaching hurricanes and storms. 
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(b) The Air Foree has asked that a complete nationwide sky watch be 
maintained. This service is to be greatly expanded and Congress has pro- 
vided money for it. Radar during recent tests and maneuvers has been 
but partially effective. No more important posts exist than those along 
our coastlines. Texas towers and GOC€ posts are equally important. 

(c) If available property of this type isn’t used, then the Federal Govern- 
or the States will have to arrange for its purchase or the use of other sites. 

(d) The President stressed in his state of the Union message the importance 
of extending surveillance of the Arctic, the Atlantic, and the Pacific ap- 
proaches to North America. The GOC is an important element of such 
surveillance. 

In the interest of national security and day-to-day preparedness in case of 
natural disasters, I urge your approval of H. R. 5657. FCDA supports the 
purposes of the bill and recommends and urges favorable consideration of the 
measure by the committee and the enactment of the proposed bill into law. 

I would like to thank Congressman Syd Herlong, Jr., for his interest in civil 
defense and his initiative in introducing this bill. 


Mr. Duruam. Mr. Herlong, we are sorry we kept you waiting so 
long. 

Mr. Hertona. Thank you very much for hearing us. 

Mr. DurHam. We have one other bill I would like to act on, the 
transfer of certain pictures to New Zealand; what is the number of it? 

Mr. Kevuener. H. R. 8101, sir. 

(The bill is as follows:) 


[H. R. 8101, 84th Cong., 2d sess.] 
A BILL To authorize the Secretary of the Army to give 25 World War II paintings to the Government 
of New Zealand 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) the Secretary of the Army is authorized 
to transfer to the Government of New Zealand without compensation twenty-five 
German war paintings depicting New Zealand troops which are now the property 
of the United States in the custody of the Secretary of the Army. 

(b) Nothing contained in this Act shall authorize the expenditure of any funds 
of the Urited States to defray any costs of transportation or handling incident 
to such transfer. 


Mr. Ketuexer. This proposed legislation would authorize the 
Secretary of the Army to transfer to the Government of New Zealand, 
without compensation therefor, 25 German war paintings depicting 
New Zealand troops in World War II. The proposal would not 
authorize the expenditure of any funds of the United States to defray 
any costs of transportation or handling incident to the proposed 
transfer of the paintings to the New Zealand Government. 

The New Zealand Government has requested the 25 paintings for 
inclusion in its War Histories Branch, Department of Internal Affairs. 
These paintings consist of watercolors and other drawings executed 
by German artists during World War II which depict campaigns in 
Africa, Crete, and Italy in which New Zealand troops participated. 
The paintings are now the property of the United States and are in 
the custody of the Department of the Army. These paintings are not 
on exhibit and are not even framed. They are stored in map cases 
in the Office of the Chief of Military History, Department of the 
Army. 

Although the Secretary of the Army has authority under the act 
of June 5, 1920 (41 Stat. 949), as amended (10 U.S. C. 1262), to sell 
certain items to foreign governments, no express authority exists to 
permit the outright donation of such items to foreign governments. 
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Mr. DurnHam. Without objection, H. R. 8101 will be reported 
favorably to the full committee. 

There is another bill here, S. 1959, which is a National Guard bill 
similar to the other one. 


(The bill is as follows:) 


[S. 1959, 84th Cong., 2d sess.] 


AN ACT To direct the Secretary of the Army or his designee to convey a six and eighty-nine one-hundredths 
acre tract of land out of a one hundred ninety-nine and nine hundred fifty-nine one-thousandths acr« 
tract of land situated in the vicinity of Houston, Harris County, Texas, to the State of Texas 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Army or his designee is 
authorized and directed to convey by quitclaim deed, without consideration, to 
the State of Texas all right, title, and interest of the United States, except as 
retained in this Act, in and to six and eighty-nine one-hundredths acres of land 
out of the P. W. Rose survey, abstract numbered 645 situated in Harris County, 
Texas, and being a part of and out of the northwest corner of a one hundred 
ninety-nine and nine hundred fifty-nine one-thousandths acre tract of land out 
of the D. W. C. Harris survey, abstract numbered 325, and the P. W. Rose survey, 
abstract numbered 645, being known as the Veterans Hospital site and having been 
acquired by the United States of America in condemnation proceedings in civil 
action numbered 2430 in the cause entitled United States of America against 
209.01 acres of land situated in Harris County, Texas, and R. S. Sterling, et al., 
in the District Court of the United States for the Southern District of Texas, 
Houston Division. The six and eighty-nine one-hundredths acre tract of Jand 
to be conveyed to the State of Texas is more particularly described as foilows: 

Beginning at the intersection of the southerly right-of-way line of United States 
Highway Numbered 59 (Old Spanish Trail) with the easterly right-of-way line 
of Knight Road (sometimes called old Main Street Road), said intersection being 
marked by a Texas Highway Department concrete monument, and being the 
northwest corner of the one hundred ninety-nine and nine hundred and fifty-nine 
one-thousandths acre tract above referred to, and running thence with the present 
southerly right-of-way line of United States Highway Numbered 59 (Old onto 
Trail) north 74 degrees fifth-seven minutes east 477 feet; thence south 15 degrees 
03 minutes east 600 feet; thence south 74 degrees 57 minutes west 523.55 feet to 
the easterly right-of-way line of Knight Road (Old Main Street); thence along 
easterly right-of-way line of Knight Road (Old Main Street) north 10 degrees 36 
minutes 50 seconds west 601.8 feet to place of beginning, containing six and 
eighty-nine one-hundredths acres of land more or less. 

Sec. 2. All mineral rights, including gas and oil, in the lands authorized to be 
conveyed by this Act shall be reserved to the United States. 

Sec. 3. There shall be further reserved to the United States in the conveyance 
of the above-described lands, rights of ingress and egress over roads in the above- 
described lands serving buildings or other works operated by the United States or 
its suecessors or assigns in connection with the remaining portion of such one 
hundred ninety-nine and nine hundred and fifty-nine one-thousandths acre tract of 
land, rights-of-way for water lines, sewer lines, telephone and telegraph lines, 
power lines, and such other utilities which now exist, or which may become neces- 
sary to any operations of the United States on or in connection with the remaining 
portion of said one hundred ninety-nine and nine-hundred and fifty-nine one- 
thousandths acre tract of land. 

Sec. 4. The conveyance of the property authorized by this Act shall be upon 
condition that such property shall be used for training of the National Guard and 
the Air National Guard and for other military purposes, and that if the State of 
Texas shall cease to use the property so conveyed for the purposes intended, then 
title thereto shall immediately revert to the United States, and in addition, all 
improvements made by the State of Texas during its occupancy shall vest in the 
United States without payment of compensation therefor. 

Sec. 5. The conveyance of the property authorized by this Act shall be upon 
the further provision that whenever the Congress of the United States declares a 
state of war or other national emergency, or the President declares a state of 
emergency, and upon the determination by the Secretary of Defense that the 
property conveyed under this Act is useful or necessary for military, air, or naval 
purposes, or in the interest of national defense, the United States shall have the 
right, without obligation to make payment of any kind, to reenter upon the prop- 
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erty and use the same or any part thereof, including any and all improvements 
made thereon by the State of Texas, for the duration of such state of war or of such 
emergency. Upon the termination of such state of war or of such emergency plus 
six months such property shall revert to the State of Texas, together with all 
appurtenances and utilities belonging or appertaining thereto. 

Bac, 6. In executing the deed of conveyance authorized by this Act, the Secre- 
tary of the Army or his designee shall include specific provisions covering the reser- 
vations and conditions contained in sections 2, 3, 4, and 5 of this Act. 

Sec. 7. The cost of any surveys necessary as an incident to the conveyance 
authorized herein shall be borne by the State of Texas. 

Passed the Senate July 30, 1955. 

Attest: 


Fre,tton M. Jounston, Secretary. 

Mr. Duruam. Mr. Knott, describe this bill. 

Mr. Knorr. The purpose of the bill is to authorize and direct the 
Secretary of the Army or his designee to convey 6.89 acres of Gov- 
ernment-owned land in Houston, Harris County, Tex., to the State 
of Texas for the training of the National Guard and the Air National 
Guard and for other military purposes, the conveyance to be without 
monetary consideration therefor, but on condition that the property 
shall be used for the foregoing purposes and subject to certain reserva- 
tions, including the reservation of mineral rights and the right of 
reentry and use during national emergency. 

The land described in the bill is part of a parcel containing approx- 
imately 200 acres within the city limits of Houston, Tex., which were 
acquired in 1948 by the Veterans’ Administration from the Hermann 
Hospital estate for use as a site for a veterans hospital. The Veterans’ 
Administration thereafter determined that said property was excess 
toitsneeds. On June 14, 1950, the Department of the Army acquired 
approximately 8.26 acres of the excess land as a site for establishment 
of an Army Reserve training center, and constructed an Orgnaized 
Reserve Corps armory as a part of its development program. On 
April 6, 1955, the Department of the Army acquired an additional 
6.89 acres as a site for the proposed National Guard Armory, and the 
Department of the Air Force acquired a 5-acre tract on which to 
construct an Air Reserve center. These parcels are contiguous and 
are situated on the perimeter of the excess property which is held by 
General Services Administration for further utilization or for disposal 
as surplus property. 

The land described in S. 1959 is required by the State of Texas to 
provide a site on which it plans to construct a National Guard armory. 
It is understood that after the State secures title to the property, it 
proposes to make application for a Federal contribution toward such 
construction under the provisions of section 3 (c) of the National 
Defense Facilities Act of 1950 (64 Stat. 830). 

Mr. Duruam. Without objection the bill is reported favorably. 

(Whereupon, at 12:20 p.m., the subcommittee adjourned.) 


— 


— 
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SUBCOMMITTEE REPORTS: REVIEW OF RESERVE PROGRAM, H. R. 
4704, H. R. 2106, H. R. 5590, H. R. 2426, H. R. 2220, H. R. 2216, 
H. R. 7761, H. R. 4363, H. R. 8100 


House oF REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., Tuesday, January 24, 1956. 

The committee met at 10 a. m., Hon. Carl Vinson (chairman) 
presiding. 

The CuarrMAan. Now, members of the committee, the first thing 
before us this morning is a report from Mr. Brooks’ subcommittee. 

Mr. Brooks. 

Mr. Brooks. Mr. Chairman, pursuant to your suggestion—— 

The CuarrMan. Wait 1 minute, Mr. Brooks. 

I want to say to members of the committee we have reports from 
all 3 subcommittees—there are some 7 or 8 bills to be considered 
this morning, and the House hasn’t very much on the calendar, and 
so they are waiting for this committee and other committees to put 
bills on the calendar. So I trust you will remain until we finish with 
this morning’s hearing. 

Now, Mr. Brooks. 

Mr. Brooks. Mr. Chairman, pursuant to your suggestion, sub- 
committee No. 1 met to review the status of the Reserve program 
under the legislation which was authorized last year by the Congress. 

We held several meetings last week and during the course of the 
meetings we heard testimony of persons from the executive branch 
of the Government, principally the Defense Department. 

I thought that the testimony was rather optimistic and I think 
that the subcommittee generally expressed themselves as_ being 
reasonably satisfied with the action, that is, the efforts of the Defense 
Department to implement this new measure. 

Now, we have drawn up a report. The report has been passed 
upon by the subcommittee. All the members are satisfied with it. 

I am going to ask Mr. Ducander, if he will, to read the conclusions 
in the report. If the committee wants to ask any questions of mem- 
bers of the subcommittee, I am sure they will be happy to answer them. 

If you will, Mr. Ducander, read the conclusions. We would 
appreciate it. 

Mr. Ducanper. Yes, sir. 

The subcommittee conclusions: The subcommittee does not wish to 
leave the impression that it is entirely pleased with the operation of 
the act. At the same time, a word of caution is offered. It is be- 
lieved that the Congress and the American public should not prejudge 
the operation of the law before it has had an adequate period of time 
in which to demonstrate its worth. It is believed that several ad- 
ditional months may be required before any definite conclusions may 
be drawn as to the ultimate success of the program. Manifestly, no 
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conclusions as to success or failure, or any point in between, should be 
drawn before the end of fiscal year 1956. For instance, by waiting 
until July 1, 1956, for a complete reappraisal of the operation of the 
law, we will have given the military services ample opportunity to 
implement the law and to educate the American public and partic- 
ularly the youth of the Nation as to its provisions. By this date 
we should also be able to determine what success is being obtained 
from the 6-month training program because it will have given the 
military services an opportunity to recruit the midterm graduates 
of high schools and those persons leaving high school in June at the 
end of the regular academic year. 

The subcommittee wishes to point out some specific areas wherein 
it is felt that improvements could be made. 

The subcommittee is not pleased with the progress being made by 
the Coast Guard in implementing the act. Apparently there has been 
a complete change in the planning within the Coast Guard. The sub- 
committee understands that the Coast Guard is a small service and 
has a special mission, but it does not believe that in a few short months, 
since representatives of the Coast Guard testified on the Reserve 
Forces Act, that the mission has changed or that plans require altera- 
tion to the extent that 3 additional years are now necessary to build 
the Coast Guard Reserve to the strength contemplated under the 
Reserve Forces Act. Moreover, the subcommittee is of the opinion 
that the Treasury Department is not now attempting to implement 
the act in accordance with original plans. It is believed that the 
Treasury Department and the Coast Guard should reappraise their 
plans and attempt to implement the 6-month’s training program at 
the earliest possible time and that a return to original planning should 
be made whereby the Coast Guard can be built up to a strength of 
39,000 by 1960 so that the phased growth of the Coast Guard will be 
in keeping with its sister military services. 

The subcommittee finds that it is disconcerting for the Congress 
to appropriate funds for needed Reserve facilities construction only to 
learn that they are held in the Bureau of the Budget and not appor- 
tioned to the military service for use. The progress in building our 
Reserve components is directly related to the facilities which we will 
have in being, for it is well known that we do not have enough facilities 
today, let alone the number required for a Reserve of expanded 
strength. Although it is recognized that each military service is in 
need of additional facilities, it is believed that the Army has the 
greatest need and it is suggested that the needs of the Army Reserve 
be reappraised with the thought in mind of attempting to expedite 
its program, even if such action would require one or more of the 
programs of the military services to be retarded to some degree. 

The subcommittee is not pleased with the Army implementation of 
the program whereby until July 1, 1957, a person released from 
active duty may volunteer for 1 year of Ready Reserve training and 
upon successful completion of same be transferred to the Standby 
Reserve for the balance of his military obligation. 

The statistics show that in the past 4 months, only 257 persons, 
discharged from the Army with a Reserve obligation, have taken 
advantage of this program. The subcommittee earnestly suggests 
that the Army make additional efforts to interest young men who are 
being discharged to enter this program. 
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The subcommittee earnestly suggests that the Army make addi- 
tional efforts to interest young men who are being discharged to enter 
this program. 

The subcommittee will not pass on the failure to implement other 
provisions of the act at this time. However, in the next few months 
it is believed that the military services who are accepting enlistments 
for a 2-year period or taking inductees should give full consideration 
to the use of the early release program. 

The subcommittee believes that the drafting of members of the 
Reserve components has been stopped. Initially, this harmed the 
implementation of the act. It is hoped that local draft boards will 
strictly adhere to the selective service memorandum which has been 
quoted in this report. 

The subcommittee commends the military services for their efforts 
in publicizing the program. It is believed that nearly all the services 
are sparing no effort in resolutely looking toward the successful imple- 
mentation of the act. They are tolerating no halfhearted efforts and 
it is believed that no pessimism is reflected in any of the echelons of the 
military service. 

Mr. Brooks. Mr. Chairman, those are the conclusions. 

I might add one word, yesterday, when we took the testimony of 
Secretary Milton and others, General Ginder was present and he added 
his voice, too, and we found that the curve of enlistments in the Re- 
serve program was going steadily up. While it is not going up in any 
dazzling way, it still is moving upward. 

Last week, for instance, they gave us a figure of 789 persons who 
had been enlisted in the Reserve program of the Army. That is a 
distinct improvement over the week before. I think 100 additional 
reservists had been sworn in that week as against the preceding week. 

So that the curve of enlistments is going up. 

I feel optimistic and I think the members of the subcommittee, too, 
that by July 1, perhaps sooner, we will get a very clear idea of how 
the Reserve Act is working. 

The CuatrMan. I suggest, Mr. Brooks, that in about 60 days from 
now you take another look. Let’s see what it is doing and keep con- 
stant supervision over it to see how it is being implemented and see 
if they are continuing to enlist. 

Let the report be filed and printed and made available to the public. 

Now, Mr. Brooks, your subcommittee has to report H. R. 4704. 

Mr. Brooks. Mr. Chairman. 

This is a bill by Mr. Winstead to provide for the examination pre- 
liminary to promotion of officers in the naval service. 

Yesterday, I think, we authorized Mr. Winstead, if he wished to, to 
report the bill. 

Would you care for me to explain it? 

Mr. WinstEAD. Just go ahead. 

Mr. Brooks. Mr. Chairman 

The CuarrmMan. This is a Department bill, is it not? 

Mr. Brooks. This is a Department bill. 

It provides for the elimination—it provides for a change, I should 
say, in the method of establishing the criteria for the advancement of 
officers from one rank to another in the Navy. 

I have the report here. 

The purpose of the bill is to amend section 1496 of the Revised 
Statutes. This section of the Revised Statutes provides that no 
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officer of the Navy shall be promoted to a higher grade on the active 
list of the Navy until his mental, moral and professional fitness to 
perform all of his duties at sea has been established to the satisfaction 
of the board of examining officers appointed by the President. This 
section is made applicable to officers of the Marine Corps by the 
provisions of the Officers Personnel Act of 1947. 

When this section of the Revised Statutes was enacted, officers of 
the Navy were promoted to the next higher grade by seniority and 
the examination conducted by a naval examining board was the only 
means of determining an officer’s qualifications for promotion. How- 
ever, today the use of the selection process of promotion established 
by the Officers Personnel Act results in a duplication of functions of 
the examining boards and the selection boards. Furthermore, there 
are many officers today who are engaged in duties which do not require 
them to go to sea. In 1864 when the law was first enacted there was 
no great need for specialists in the Navy, and consequently, all line 
officers could logically be expected to qualify in all types of naval 
duties. However, today many officers, through no fault of their own, 
are assigned duties ashore requiring a particular specialty and are kept 
in those assignments for a number of years. While on these assign- 
ments, these officers naturally do not have an opportunity to continue 
to qualify for the performance of all duties at sea. Consequently, the 
Navy Department is asking that the statute be amended so as to not 
require an examination into the seagoing qualifications of a candidate 
for promotion. Furthermore, the bill provides that the Secretary of 
the Navy shall prescribe the professional qualifications which the 
board shall examine. 

At the present time, the examining boards set their own criteria 
and it is believed that the Secretary of the Navy should have this 
responsibility, rather than the Board itself. 

That is a department bill. It has been approved by the Bureau of 
the Budget and would cost no additional money, and the subcommittee 
recommended its approval by the full committee. 

The Cuarrman. Any comments from any members of the com- 
mittee? 

Mr. Héperr. May I ask Mr. Brooks a question? 

Mr. Brooks. Yes. 

Mr. Hépert. Mr. Brooks, here is a case in point, of advancing in 
promotion, as related to the commissioning. And I have in mind, for 
instance, the case of where a midshipman becomes incapacitated in 
his senior year at the Naval Academy. It would make him ineligible 
for sea duty. However, the physical incapacity would allow him to 
serve ashore—say, for instance, in the Supply Corps. Well, under 
the provisions of this bill would they be able to commission such an 
individual, where the Government has invested in that individual 
some $40,000 for his education and that is lost to the Government? 

Mr. Brooks. I don’t think it changes the law in reference to that 
particular case. 

Mr. Hézperr. But could they not then commission him in a place 
where he could serve and the Government recapture some of its 
investment? 

Mr. Brooks. If he can be commissioned now, he will be commis- 
sioned under this law. The change would not affect his status. 
There is nothing in here that would affect him. The only difference 
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between this is that you give the Secretary the right to establish 
criteria as to sea duty when officers are considered for promotion. 
To that extent 

Mr. Héserr. In other words, under the present law such an 
individual could be commissioned. 

The Cuarrman. That is right. 

Mr. Hésert. Under the present law. 

The Cuarrman. That is right. 

Mr. Brooks. It would seem to me it would be helpful to him. 

The CHarrman. And then if he went into the Supply Corps, he 
would not have to be examined for seagoing duty. 

Mr. Hésert. That is correct. In other words, the Government 
could recapture any part of its investment. 

Mr. Rivers. Any of the staff could. 

Mr. Bray. Mr. Chairman, that bill only applies to the unrecon- 
stricted line promotion, and not the staff. So it would not affect 
that at all. 

Mr. SHort. Mr. Chairman. 

The Cuarrman. Mr. Short. 

Mr. Suort. Mr. Chairman, we all know we live in an age of speciali- 
zation, but we are becoming so highly technical that I hope anyone 
who is in the Navy will occasionally get his feet wet. 

The CHarrMan. I agree with you thoroughly. 

Mr. Suort. Absolutely. And not be filled with a lot of landlubbers. 
Anyone who joins the Navy should know a little about the sea. 

The CHarrman. That is right. 

Mr. SHort. We are becoming so highly technical that when I call 
an electrician to repair my air conditioner, he says, ‘‘No, I can’t take 
care of the refrigerator,” and I have to call another specialist or tech- 
nician, and then a different man to repair the television. You see, 
we are just becoming so specialized and highly technical. 

Mr. WinsteEap. Mr. Chairman. I agree with the gentleman, but 
the purpose of this bill is—take your aviators, for instance, they could 
not get promoted until they have nullified their sea duty requirements. 

Mr. SHort. That is true. I think you will correct some injustices. 

Mr. Wrinsteap. I agree with you. 

Mr. SHort. And | hope the Secretary will exercise good dis- 
cretion. I am just issuing a word of warning. I hope it will not be 
abused. 

Mr. Winsteap. I agree with you. 

The CHarrMan. | think the gentleman from Missouri is on sound 
ground. We must all recognize the fact that the Navy is a seagoing 
organization and should love the sea and go to sea. 

Now, without objection, H. R. 4704 is favorably approved. 

A quorum. is present. And we will ask Mr. Winstead to report the 
bill. And I suggest that you put it on the Calendar, and if we can’t 
get it through on the Consent Calendar, then you can take the neces- 
sary steps to go before the Rules Committee and get a rule. 

Now, Mr. Brooks, you have another bill. 

Mr. Brooks. H. R. 2106, Mr. Chairman. 

This bill is intended to correct an unfortunate situation that has 
developed especially in the Naval Academy. However, the Army 
testified that it has also developed in the Military Academy and, to a 
lesser degree, in the Air Force Academy and the Coast Guard Acad- 
emy. There may be trouble. 
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Now, the practice which is to be condemned in my opinion is the 
practice of certain members of the Academies, the Military Academies, 
and I mean the Navy, West Point, and the Air Force as well as the 
Coast Guard Academies, the practice of certain students in the 
Academies of resigning—first being appointed to go to the Academy 
and subsequently resigning from the Academy in order to shorten or 
alter their term of service in the Military Establishment. 

We have, for instance, cases where men are appointed to the 
Academy by Members of the Congress and they are in the military 
service at the time. We have other cases where men take the com- 
petitive examination in the military service and are subsequently 
designated for selection to the Academies. Those men when they 
take the oath, upon entering the Academy, are given a discharge from 
the branch of service in which they are serving. 

At that time they become cadets or midshipmen in the Academies 
and they are no longer enlisted personnel in the Military Establish- 
ment. 

Now, those men can go to the Academy and either by failing their 
courses or by actually resigning can escape the obligation which 
they have in the Military Establishment. 

And it is shown in addition to the subcommittee that almost 20 
percent—the figure of those who have left the Military Establishment 
to go to the Academy and then have resigned is something like 20 per- 
cent, whereas, those who came from civilian life and went to the 
Academy—the figure of those who resigned is something like 9 percent. 

So there is a great discrepancy. There is one case, the Navy 
Department testified, where a man resigned from the Navy Academy 
3 days after he entered the Academy. [Laughter.] 

Mr. Brooks. So that actually he escaped his naval obligation. 
He was in uniform. He escaped his naval obligation after serving 
3 days in the Naval Academy. 

The CHarrMan. What will this bill do? 

Mr. Brooks. This bill will put him back in the Navy and he will 
serve the term he signed up to serve. 

The Cuarrman. All right. 

Now, the first part of Mr. Brooks’ statement was applicable to a 
boy who was already in the service and he completed and was 1 of 100 
that withstood the examination and went to the Academy and then 
after he gets in the Academy he is discharged from the Navy. He 
gets in the Academy and then he fails or else he resigns. Now, he 
goes back in the service, and will have to continue to finish his term 
of enlistment; is that correct? 

Mr. Brooks. That is right. His enlistment contract will be 
continued. 

Mr. CuarrMan. All right. 

Now, what about the boy that a Congressman or a Senator appoints, 
or a Presidential appointment, and he is subject to the draft? And 
while he goes in the Academy he is not subject to the draft. After 
he gets in the Academy, after a short time, he resigns. Does it apply 
to him? 

Mr. Brooks. He is still subject to the draft. It does apply to him. 

The Cuarrman. All right. That covers both ends. 

Without objection, the bill will be favorably reported, and Mr. 
Brooks of Louisiana will report the bill and place it on the consent 
calendar. 











Ne 











5421 


Mr. Neuson. Mr. Chairman, what happens to the man who fails? 

The CHarrMAN. He goes back and is subject to the draft. If he 
fails and he is an enlisted man going to the Academy, he goes back to 
the Navy. 

Mr. Ducanper. That is right, or to the service in which serving 
when he entered the Academy. 

Mr. Winsteap. Or Army or Air Force. This applies to all services. 

Mr. Rivers. Suppose he gets another appointment? 

The CuHairman. Thank you, Mr. Brooks. That finishes the bills 
Mr. Brooks’ subcommittee has had under consideration. 

Now we will ask Mr. Kilday, who has four bills—— 

Mr. Kixpay. I will first call up H. R. 5590. 

The CHarrMan. You will call up H. R. 5590. That is to recognize 
services of G. E. Lambert in yellow-fever experiments. 

Mr. Kitpay. The purpose of the proposed legislation is to amend 
the act which recognizes the high public service rendered by Maj. 
Walter Reed and those associated with him in the discovery of the 
cause and means of transmission of yellow fever by adding the name 
of Gustaf E. Lambert on the roll of honor. 

Evidence submitted to the Committee on Armed Services and to 
the Department of the Army indicates that Mr. Lambert was con- 
nected with the experiments with respect to the caus? and means of 
transmission of yellow fever in an essential manner, that he volun- 
teered for inoculation in connection with the experiments, and that 
he was the sole nurse who cared for the experimental yellow-fever 
cases. The evidence further indicates that at the time Lambert vol- 
unteered he was not immune to yellow fever and thus would have 
faced a high risk of contracting this dread disease had he been inocu- 
lated. At the request of Maj. Walter Reed, Lambert was not inocu- 
lated, because of Reed’s insistence that Lambert’s services as a nurse 
were indispensable to the success of the experiments. Not a single 
patient under Lambert’s care died from yellow fever. 

Enactment of the proposed legislation will recognize Lambert as 
one of those who rendered high public service in the interest of human- 
ity and science during the vellow-fever experiments in Cuba. 

Upon enactment of the proposed legislation, Mr. Lambert, who is 
over 80 years of age, will be entitled to a gold medal and a pension of 
$125 per month for the remainder of his life. However, since he is 
now drawing a Spanish-American War pension of $101.59 per month, 
and the pension authorized under this proposed amendment is in 
lieu of all other pensions, the actual increase to Lambert will only 
amount to $23.41 per month. 

The Department of the Army, on June 24, 1955, submitted a report 
to the Committee on Armed Services opposing the enactment of the 
above-mentioned bill, but on August 29, 1955, the Army submitted 
a new report to the Committee on Armed Services containing, among 
other things, the following: 

Subsequent to the submission of the report on H. R. 5590 referred to above, 
additional evidence was submitted to the Department of the Army by Repre- 
sentative Barratt O’Hara of Illinois, regarding Mr. Lambert’s role in the yellow- 
fever experiments conducted by Maj. Walter Reed. This evidence indicates 
that Mr. Lambert was connected with the experiments in question in an essential 
manner, that he volunteered for inoculation in connection with the experiments, 
and that he was the sole nurse who cared for the yellow fever experimental cases 


In view of the foregoing, the Department of the Army now recommends that 
H. R. 5590 be favorably considered. 
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The enactment of this measure will not involve any increase in the budgetary 
requirements of the Department of the Army. 

The Bureau of the Budget advises that it has no objection to the submission of 

his report to the Congress, 

In order to remove any retroactive features, the subcommittee 
adopted the following amendment: 

Immediately following line 3 on page 2, add the following new 
section: 

Sec. 2. No benefits shall be paid by reason of the amendment made by this 
Act for any period prior to the date an application therefor is filed after the date 
of enactment of this Act. 

The CuarrmMan. Any objection to the amendment? 

The Chair hears none. 

Any objection to favorable consideration of H. R. 5590? 

(No response.) 

The CHarrMan. The Chair hears none. 

The bill is therefore favorable reported. 

Mr. Kilday, report the bill as amended. 

Mr. Kinpay. Next is H. R. 2426. 

The purpose of H. R. 2426 is to amend the Navy ration statute 
so as to permit, but not to require, the serving of margarine to en- 
listed personnel of the Navy and Marine Corps. 

The Army and the Air Force are not prohibited from using mar- 
garine, but because of the wording of the Navy ration statute, mar- 
garine may not be served without enactment of the proposed 
legislation. 

We passed this out before, Mr. Chairman. 

The CHarrMan. Any objection to H. R. 2426? 

Mr. Rivers. Mr. Chairman 

Mr. Kitpay. That is a Rivers: bill. 

Mr. Rivers. Mr. Chairman, that just extends to the Navy the 
high privilege now extended to the Army and Air Force. 

The CHairMaAn. Without objection, the bill will be favorably re- 
ported. 

Mr. Rivers, please report the bill. Place it upon the Consent Cal- 
endar, and if it is objected to there, take the necessary steps to go 
before the Rules Committee to get a rule. 

Now, call your next one, Mr. Kilday. 

Mr. Kuinpay. I call now H. R. 2220. 

The purpose of H. R. 2220 is to permit retired members of the uni- 
formed services of the United States to hold offices of profit or trust 
under the Republic of the Philippines. 

Section 9 of article I, clause 8 of the Constitution provides, among 
other things: 





No title of nobility shall be granted by the United States: And no Person 
holding any Office of Profit or Trust under them, shall, without the Consent of the 
Congress, accept of any present, Emolument, Office, or Title of any kind whatever, 
from any King, Prince, or foreign State. 

Enactment of the proposed legislation would remove the prohibition 
which now exists with regard to Philippine nationals who are retired 
or may hereafter retire from the uniformed services of the United 
States, including the Philippine Scouts, so that these individuals may 
continue to draw their retired pay and occupy military or civil offices 
or employment under the Government of the Republic of the Philip- 
pines. 
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The proposed legislation is retroactive to July 4, 1946, the date of the 
President’s proclamation declaring the Philippine Commonwealth 
to be a free and sovereign nation. The retroactive feature of the 
proposed legislation will validate payments which may possibly have 
been made to any person or persons who, since the date of Philippine 
independence, have accepted or received emoluments from the 
Philippine Republic. The Department of Defense is not aware of 
any payments which have been made in violation of the prohibition, 
but feels that the retroactive feature is necessary in the event that it 
should be later disclosed that such a payment was made. 

It is felt that the proposed legislation will not only result in a benefit 
to the Philippine Republic by enabling them to employ Philippine 
Nationals who are or may hereafter be retired members of the uni- 
formed services of the United States, but in addition may be an 
important factor in fostering favorable American-Filipino relations. 

The CHarrMan. Any abiection to favorable consideration of 
H. R. 2220? 

Mr. Bray. I have one question. 

Doesn’t that give to them rights that American retired officers and 
enlisted men would not have? 

Mr. Kitpay. Well, this applies only to Philippine nationals working 
for their own Government. 

Mr. Bray. I say, we don’t give that same right to an American, or 
a United States citizen, do we? 

Mr. Kitpay. You mean to accept employment from the Govern- 
ment of the Philippines? 

Mr. Bray. No. Doesn’t that give a more general right than what 
we give the retired personnel of our service, with regard to our own 
Government? 

Mr. Kiutpay. Well, we have the Dual Offices Act and Dual Com- 
pensation Act. 

Mr. Bray. This is limited in extent, however. 

Mr. Kinpay. That is true, as to a Filipino working for his own 
Government. 

The CHatrMAn. Without objection, the bill will be favorably 
reported. 

Mr. Kilday, report the bill. 

Now, in that connection, I want to say this: 

Last year the committee reported out—this brings it up. Last 
year the committee reported out two bills to permit generals to be 

ermitted to serve in the Immigration Service. It went to the floor. 
We got arule. The other day the rule was recommitted back to the 
Rules Committee. 

Our colleague, Mr. Mollohan, is opposed to the bill. I think we 
ought to set it down and have a hearing before the full committee, 
again, because the Department is very anxious that some decision 
be reached about this matter. 

I suggest, members of the committee, that we set it down. And 
notify our colleague from West Virginia to be here on next Tuesday 
morning, for a full hearing before the full committee on this matter. 

Now, take the next bill, Mr. Kilday. 

Mr. Kiupay. H. R. 2216. 

The purpose of the p-opose i leg‘slation is to amend evxistin: law 
with regard to the retenuion on active ducy of disabled commissioned 
officers and warrant officers of the Army and the Air Force. 
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In 1948 Congress enacted a law which directed the President to 

retain in service disabled officers, warrant officers, and flight officers 
of the Army and the Air Force of the United States— 
until their treatment for physical reconstruction has reached a point where they 
will not be further benefited by retention in a military hospital or in the military 
service. 
Thus, their military status was preserved, since their appointments 
might otherwise have terminated under other provisions of law. At 
that time there was a large number of Army and Air Force of the 
United States officers, serving without component, on active duty. 
There is now a lesser number of such individuals serving on active 
duty since most officers serving on active duty in the Army or Air 
Force are either Regular officers or Reserve officers. 

In 1951 the services implemented the report to the President from 
the Committee on Veterans Medical Services, approved February 3, 
1951, which required early transfer to Veterans’ Administration 
facilities and early separation for certain disabled members of the 
uniformed services. In effect, this means that Regular and Reserve 
officers and warrant officers are retired or separated and transferred 
to Veterans’ Administration hospitals when maximum hospitalization 
has been achieved insofar as the service is concerned, even though 
these officers may require continuing and extensive further hospitali- 
zation. However, because of the act of June 19, 1948, Army of the 
United States and Air Force temporary officers must be retained on 
active duty to a point “where they will not be further benefited by 
retention in a military hospital.” 

Thus, there is obvious discrimination now in existence with regard 
to hospitalization of different types of officers. The proposed amend- 
ment to the act of June 19, 1948, provides that the President may 
retain on active duty disabled commissioned officers and warrant 
officers of the Army and Air Force until their physical reconstruction 
has reached a point where they will not be further benefited in a 
military or Veterans’ Administration hospital, or until processed for 
physical disability benefits otherwise provided by law. Thus, all 
officers and warrant officers of the Army and the Air Force who are 
disabled and in service hospitals, may be retired or separated and 
transferred to Veterans’ Administration hospitals if necessary, even 
though their disability is of such a nature that they might otherwise 
have been retained on active duty for a longer period of time without 
any likelihood of ever being returned to active duty. Thus, the 
proposed legislation will provide equal treatment for all officers of the 
Army and the Air Force in this regard. 

In addition, the proposed legislation will also permit retention on 
active duty of certain Army and Air Force Reserve officers whose 
5-year appointments would otherwise expire while undergoing hos- 
pitalization and evaluation of their possible entitlement to retirement 
benefits. These 5-year appointments will continue to expire until 
July 8, 1957. After that date, all Reserve appointments in the Army 
and the Air Force will be indefinite. In certain instances individual 
officers with 5-year appointments, undergoing treatment, may be 
mentally incompetent and unable to accept indefinite appointments. 
Under existing law they must be separated or retired while under- 
going necessary hospitalization while their commissions are in effect, 
or be barred from qualifying for such benefits. 
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The CuHarrMan, Any questions? 

(No response.) 

The CuarrMan. Without objection, H. R. 2216 is favorably re- 
ported, and Mr. Kilday, report the bill. 

Thank you, Mr. Kilday. 

Now, the next report is from Mr. Durham’s subcommittee, Sub- 
committee No. 3, on three bills that his subcommittee has ready for 
the full committee. : 

Mr. Duruam. Mr. Chairman, the committee reported out these 
bills unanimously from the subcommittee. 

The first bill is H. R. 7761. It was introduced by Mr. Johnson, of 
this committee. 

This bill would authorize the Secretary of the Army to convey to 
the Stockton (Calif.) Port District 21.59 acres of land lying within the 
Stockton annex of the Sharpe General Depot, Stockton, Calif. 

The port district will pay fair market value of this property as 
determined by the Secretary of the Army and also will reloc igen cer- 
tain improvements now on one of the tracts to be conveyed, in 
lieu thereof will pay to the Army the cost of such relocation. 

Both pieces of property to be conveyed are contiguous to the 
existing property of the port district and on one of them the port 
district has constructed a railroad classification yard under the 
authority of a perpetual easement granted by the Secretary of the 
Army. 

The testimony received by the subcommittee indicated that con- 
veyance of this property to the port district will not have any adverse 
effect on either the present or the foreseeable use of the installation 
for military purposes. 

Mr. Chairman, I move’ favorable consideration of the bill. 

The CuHarrMANn. Without objection, the bill, H. R. 7761 is favorably 
reported. 

Mr. Johnson of California, report the bill. 

Mr. Duruam. Mr. Chairman, the next bill is H. R. 4363. 

This bill was introduced by Mr. Dempsey, of New Mexico. 

It would authorize the Secretary of the Army to convey certain 
property to the State of New Mexico for National Guard purposes. 
The bill required certain corrections and modifications and the sub- 
committee therefore recommends that all language after the enacting 
clause be stricken and new language inserted. 

The bill as so modified will authorize the conveyance of about 51 
acres of land which have been occupied by permit for National Guard 
purposes since 1947. 

The testimony indicated that it is apparent that the State has a 
long-range requirement for the property for military use and its 
conveyance, therefore, is well justified. 

Appropriate language is contained in the new version of the bill 
relating to the reservation of minerals; reversion of the property to 
the United States if it is not used for National Guard or other militar y 
purposes; and the right of reentry and use by the United States during 
a national emergency. Also, the Secretary of the Army is granted 
authority for insertion in the deed of such other reservations, restric- 
tions, terms, and conditions as he deems necessary. The cost of any 
surveys will be borne by the State of New Mexico. 

Mr. Chairman, I move favorable consideration of H. R. 4363 as 
amended. 
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Mr. SHort. How much land? 

Mr. Duruam. Fifty-one acres. 

The CuarrmMan. Without objection, the bill will be favorably re- 
ported as amended. 

Mr. Durham, report the bill. 

Mr. Durnam. Mr. Chairman, the next bill is H. R. 8100. 

H. R. 8100 provides for the lending of two submarines to Brazil. 
This bill is a part of the Department’s legislative program for the 
84th Congress. 

The bill would authorize the President to lend 2 submarines to the 
Government of Brazil for a period of not more than 5 years. Prior to 
the delivery of the submarines, the President will conclude an agree- 
ment with Brazil providing for the return of the submarines in accord - 
ance with the provisions of this act and in substantially the same 
condition as when loaned. 

All expenses involved in the activation of the submarines, and for 
supporting them while Brazil has them, will be charged to funds pro- 
gramed for Brazil under the Mutual Security Act. 

According to the testimony, this cost will be about $2 million plus 
about $37,000 a year for maintenance spare parts. 

Brazil will use these submarines for conducting antisubmarine war- 
fare training. 

Brazil now has three old submarines built in Italy in 1937 and are 
no longer safe for operation or training purposes. It is obviously im- 
portant to the United States that Brazil be qualified in carrying on 
antisubmarine warfare. 

The subcommittee recommends that the bill be amended so as to 
grant the President authority to extend the loan of these submarines 
for an additional 5 years should that appear desirable at the conclusion 
of the original 5-year period. 

Mr. Chairman, I move favorable consideration of the bill, as 
amended. 

Mr. Suort. Mr. Chairman, I think the legislation is necessary, but 
let’s not kid ourselves or anyone else, we are going to pay the bill. 

The CHartrMaANn. Oh, yes. Of course we pay it out of the Mutual 
Security Act. 

Mr. Suorr. Sure. 

Mr. Duruam. I might say to the committee we are not departing 
from any policy whatever. 

Mr. Suort. That is right. 

Mr. DurHam. We have done it for other countries. 

The CHarrMAN. Without objection, H. R. 8100 is favorably re- 
ported, as amended. 

Mr. Durbam, please report the bill. 

Now, members of the committee, is there anything further from 
any members of the committee? 

If not, that concludes the reports from the subcommittees. And 
we will take a recess until next Tuesday morning, at which time have 
the proper officials here to talk about those generals serving in the 
Immigration Service, on which a great deal of controversy has arisen. 

And Mr. Kilday’s subcommittee will now meet. 

Thank you, members, very much. 

Mr. Gavin. Thank you, Mr. Chairman. 

(Whereupon, at 11:15 a. m., the committee adjourned, to reconvene 
at 10 a. m., Tuesday, January 31, 1956.) 
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DEPOSITED BY THE 
UNITED STATES OF AMERICA 


READING ROOM 


[No. 50) 
SUBCOMMITTEE HEARINGS ON H. R. 7761, H. R. 4363, H. R. 8100 


Houser oF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE No. 3, 
Washington, D. C., Friday, January 20, 1956. 

The subcommittee met at 10 a. m., Hon. Carl T. Durham (chair- 
man of the subcommittee) presiding. 

Mr. DurHam. The committee will come to order. 

We have four bills this morning to consider. One of them was 
introduced by Mr. Johnson, a member of our committee; another one 
by Mr. Dempsey of New Mexico; and a. third introduced by Mr. 
Moss of California. 

The fourth bill, which relates to the lending of two submarines, is a 
part of the Defense Department’s legislative program. 

The first bill we will call up this morning is H. R. 7761, introduced 
by Mr. Johnson. 

(The bill is as follows:) 


(H. R. 7761, 84th Cong., ist sess.] 


A BILL Providing for the conveyance of a portion of the Sharpe General Depot, California, to the Stockton 
Port District 


Be it enacied by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Army is authorized to 
convey to the Stockton Port District by quitclaim deed approximately twenty-one 
and fifty-nine one-hundredths acres of land located within the Stockton Annex 
area of the Sharpe General Depot Military Reservation, California,-together with 
all appurtenances pertaining thereto and all improvements located thereon, 
other than improvements to be relocated in accordance with section 2 of this 
Act. Said land is more particularly described as follows: 

A parcel of land containing sixteen and eighty-three one-hundredths acres, 
more or less, situated in the county of San Joaquin, State of California, in section 
8, township 1 north, range 6 east, Mount Diablo base and meridian, being a 
portion of that certain one hundred twelve and twenty-seven one-hundredths-acre 
parcel of land now or formerly owned by the United States of America, as recorded 
in official records, volume 760, page 249, San Joaquin County records, and more 
particularly described as follows: 

Beginning at an iron pipe in the northerly boundary of the aforementioned 
112.27-acre parcel of land, said pipe being at the northeast corner of that certain 
20.07-acre parcel of land conveyed by quitclaim deed to 8S. M. McGaw Company 
and recorded in official records, volume 1242, page 225, San Joaquin County 
records, thence from point of beginning along the northerly boundary of afore- 
mentioned 112.27-acre parcel of land south 74 degrees 58 minutes 30 seconds 
east 130.82 feet; thence on a curve to the left (radius 453.34 feet, the long chord 
of which bears south 84 degrees 35 minutes 30 seconds east) a distance of 151.34 
feet; thence north 85 degrees 48 minutes 30 seconds east 310.11 feet to a point 
on the northerly boundary of the aforementioned 112.27-acre parcel of land; 
thence south 4 degrees 15 minutes east 1,004.00 feet more or less to a point on 
the southerly boundary of the aforementioned 112.27-acre parcel of land and the 
northerly right-of-way line of the Borden Highway; thence along said southerly 
boundary line and said northerly right-of-way line south 85 degrees 45 minutes 
west 720.00 feet to the southeast corner of the aforementioned 20.07-acre parcel 
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of land; thence along the easterly boundary of the aforementioned 20.07-acre 
parcel of land north 4 degrees 15 minutes west 951.06 feet; thence on a curve 
to the right, whose tangent bears north 4 degrees 15 minutes west and whose 
radius is 63.00 feet for a distance of 63.50 feet; thence north 53 degrees 30 minutes 
10 seconds east 128.32 feet more or less to the point of beginning and containing 
16.83 acres more or less. 

A portion of sections 8 and 9, township 1 north, range 6 east, Mount Diablo 
base and meridian, situate in the county of San Joaquin, State of California, and 
more particularly described as follows: 

Commencing at the northwest corner of lot 9, block 16, of Boggs tract sub- 
division numbered 2 as filed October 4, 1923, in book of maps, volume 10, page 
74, of San Joaquin County records, thence from point of commencement south 
85 degrees 45 minutes west 1,165.93 feet to the westerly line of a parcel of land 
60 feet in width; thence along said westerly line north 9 degrees 39 minutes 30 
seconds west 60.27 feet to the intersection of said westerly line with the property 
line common to the properties of the United States Government and the Stockton 
Port District; thence along said common property line south 85 degrees 45 minutes 
west 198.22 feet to an iron pin at the true point of beginning of the herein-described 
parcel of land; thence continuing along said property line common to the properties 
of the United States Government and the Stockton Port District south 85 degrees 
45 minutes west 2,034.79 feet to a brass cap monument; thence south 4 degrees 
08 minutes 30 seconds west 121.30 feet to an iron pin on the property line common 
to the properties of the United States Government and the Stockton Port District; 
thence along the southerly line of the herein-described parcel of land parallel to 
and 120 feet distant at right angles from the first above-mentioned property line 
common to the properties of the United States Government and the Stockton 
Port District north 85 degrees 45 minutes east 1,420.98 feet to an iron pin; thence 
north 74 degrees 59 minutes 30 seconds east 642.86 feet to the true point of 
beginning of the herein-described parcel of land and containing 4.76 acres. 

Sec. 2. (a) The conveyance herein authorized shall be made for a monetary 
consideration determined by the Secretary of the Army or his duly authorized 
representative to represent the fair market value of the property to be conveyed 
and shall be made upon such terms and conditions and shall include such reser- 
vations as the Secretary of the Army shall determine to be in the public interest. 

(b) The grantee shall pay to the Department of the Army the cost of relocating 
or reconstructing elsewhere within the Sharpe General Depot Military Reserva- 
tion such improvements, presently located on the land to be conveyed, as are 
designated for relocation or reconstruction by the Secretary of the Army or his 
duly authorized representative. The money received from the grantee to defray 
the cost of such relocation or reconstruction shall be credited to the departmental 
appropriation used to make such relocation or reconstruction. 


Mr. Duruam. Mr. Johnson, will you proceed? 

Mr. Jounson. I have a very short statement that I would like to 
read into the record, Mr. Chairman. 

Mr. Duruam. All right, you may proceed. 

Mr. Jounson. I also want to thank you for giving me this oppor- 
tunity to appear here. 

I am very much interested in the passage of H. R. 7761, providing 
for the conveyance of a portion of the Sharpe General Depot, Calif., 
to the Stockton Port District. 

After a number of consultations with the Office of the Assistant 
Secretary of Defense for Properties and Installations and my frequent 
urgings for fast action on this matter, I was pleased with the report 
from the Department of the Army dated December 20, 1955, and ad- 
dressed to the chairman of the Committee on Armed Services. 

The report interposes no objection to the enactment of the above- 
mentioned bill and further states that the Bureau of the Budget has 
advised that they have no objection to the submission of this report. 

Having been city attorney for the city of Stockton, Calif., for many 
years, and very active in the development of this port, I know that 
legislation which would convey 2 parcels of land containing a total of 
29.59 acres at a fair market price is extremely important to the future 
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development of the port in its service to the Interior Valley 
of California. 

As a Representative in Congress, I have been actively interested in 
increasing the tonnage of California’s only inland deep-water port, 
and have done everything possible to see that one of the leading 
agricultural areas of our Nation receives the benefits of modern port 
facilities. 

Mr. Chairman, I have a diagram of the area, if anyone would like 
to look at it. 

But Mr. Flote has looked into this thoroughly and he is for it, and 
everybody that I know is for it. 

During the war, I might add, the port was completely taken over 
by the Army and operated by the War Department. Then when the 
war ended they tried to restore some of the land to the port, and what 
we want to get is two small pieces of land which are not contiguous 
but each one touches the port area. That is the purpose of this bill. 

Mr. Durnam. What is the total acreage? 

Mr. JoHNson. 21.59 acres. 

Mr. Durnam. What is the relocating of construction involved? 
Are there some buildings on this plot? 

Mr. Jounson. Yes. The two parcels that would be conveyed are 
not contiguous but they do touch the port area. There are some 
buildings there, and there is an area which the Sharpe General Depot 
would like to have as a recreation place for some of their troops 
and for parades. That is provided in the bill; that is, we consent 
to all that. We are glad to do it. 

Mr. Duruam. Who owns this port authority? 

Mr. Jounson. The port authority is a public body created under 
a law of California, providing for the organization of ports. 

Mr. Duruam. Are there any questions from any members? 

Mr. Cour. Mr. Chairman, first I want to compliment Mr. Johnson 
for sponsoring a resolution in which the grantee of this land, even 
though it is a public body, is going to pay to the Federal Treasury 
the value of the land as determined by the Secretary of the Army. I 
think it is most commendable. 

I repeat what I said before in connection with the bill of a similar 
nature transferring land to the New Jersey Turnpike Authority. I 
hope that that bill and the bill of Mr. Johnson can be the pattern 
for all land disposals from the Federal Government. The Federal 
Government should be paid for the value. 

I compliment you for not asking that the land be given to your 
public body for nothing. 

Mr. Jounson. I thank you very much for that comment, Mr. Cole. 

Mr. Coir. Let me inquire whether it was by oversight or design 
that there was no provision in the bill with respect to the situation 
in case this land is no longer used for port purposes, a reversion 
provision. 

Mr. Jonnson. Well, because we think the port of Stockton will 
last forever. 

Mr. Cote. I have no doubt. That is your present belief. But 
things may change. 

Mr. Jonnson. In fact, we didn’t consider that, because I am 
positive the port of Stockton will never fold. 

Mr. Duruam. It was taken over during the war. 
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Mr. Jonnson. Oh, yes. 

Mr. Duruam. And used by the Army? 

Mr. Jonnson. That is correct. Millions of tons were shipped out 
of there, just millions and millions of tons of all kinds of cargo going 
out into the Pacific. 

Mr. Cote. Is this waterfront property? 

Mr. Jounson. Is it what? 

Mr. Coie. Waterfront property? 

Mr. Jounson. This is not waterfront property, but it touches the 
port which is on the waterfront. 

Mr. Cour. Would this land ever be needed by the Army or the 
Federal Government in case of war? 

Mr. Jounson. I doubt if it would. If a war came, and they did 
need it, however, I am sure that the Government would again take 
it over, like they did before. 

Mr. Core. How did they take it over before, on what terms? 
They didn’t take it over. They owned it. 

Mr. Jonnson. Well, they owned it at one time. 

Mr. Cotes. I am talking about the 21 acres. 

Mr. Jounson. Under the War Powers Act, I think it was. And they 
kept it for some little time following the closing of the war. 

Mr. Coxe. Well, of course if the port authority is going to pay the 
full value for the fee of the land as fixed by the Army, then it would 
be unfair for us to impose restrictions or limitations with respect to 
recapture or reversionary interests. If those limitations are put on, 
then that means that the Federal Government is going to get less for 
the property that is being conveyed. But since Uncle Sam is getting 
all the property is going to be worth, I wouldn’t insist on the rever- 
sionary provision. 

Mr. Jonnson. The district engineer is the one who is going to de- 
termine what the fair market value of it is. 

Mr. Cour. He may be the one that recommends it, but the Secre- 
tary of the Army is the one who makes the final determination. 

Mr. Jonnson. I know, but the district engineer is the one that goes 
and looks at it and gets what he considers the value of this property 
in the open market, if it was sold, and whatever that is, we are glad 
to pay and we are prepared to pay it promptly. 

Mr. Corr. Do you have an estimate of what that amount might be? 

Mr. Jonnson. No, I haven’t heard. But he has been down there 
and looked it over. He may have his appraisal all ready. 

Mr. Ke.iener. There is a witness from the Army here who may 
be able to answer that, Mr. Cole. 

Mr. Coxe. All right. No more. 

Mr. Duruam. Any further questions? 

Mr. Doyte. Yes. 

Mr. Durnam. Mr. Doyle. 

Mr. Doy.us. I might call Mr. Cole’s attention and Mr. Johnson’s 
attention to the page that—on page 5 of the bill, beginning with line 1 
there it expressly provides that the transfer shall be made upon such 
reservations as the Secretary of the Army shall determine to be in the 
public interest. That would indicate that there has been some dis- 
cussion about some reservations, 

I wonder if Mr. Johnson is familiar with those or if the witness from 
the Army is. 
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Mr. Keviexer. Probably the Army witness, sir. 

Mr. Jounson. I don’t know what the reservations are, but if they 
insist on putting some reservations in the nature of what Mr. Cole 
discussed, I have no objection to it. 

Mr. Doyte. Well, I figured from the language of the bill that there 
must have been some reservations anticipated. 

Mr. Jounson. Well, this land is disjointed land. 

Mr. Doyte. I realize that. 

Mr. Jounson. Which the Army can not have much use for. And 
they put a reservation in there—the only one which I know about is 
that there is a certain area of property which the port owns now that 
they may use for parades and for pipelines and for recreational 
purposes. I think that is the reservation that you are thinking about. 
We are prepared to 

Mr. Doyte. I am not thinking about any of them. I am just 
calling attention to the fact that the bill expresses that there shall be 
reservations which the Secretary of the Army will determine to be in 
the public interest and I am wondering what those were. 

Mr. Jonnson. Well, that is what they are. 

Mr. Doyte. All right. 

Thank you very much. 

Mr. Duruam. Any further questions? 

(No response) 

Mr. Duruam. I believe we have another witness on this bill. 

Thank you, Mr. Johnson. 

Mr. Knott. 

Mr. Knorr. J believe you are representing the Army? 

Mr. Knorr. Yes, sir; I am, sir. 

Mr. Chairman; I have a prepared statement, but unless you desire 
to have it read, I would say the explanation as to the general scope of 
the bill and its intent has been rather fully made. I will be glad to 
answer questions, if there are any. 

Mr. Duruam. Well, how long is your statement? 

Mr. Knorr. Oh, it won’t take more than a minute. 

Mr. Cote. If he is going to repeat what Mr. Johnson has given, why 
don’t we dispense with the reading of it? 

Mr. Knorr. It would be helpful perhaps only to refresh the com- 
mittee’s recollection concerning the background of the installation. 

The question was raised as to how we came about acquiring it. 

Mr. Duruam. Instead of reading it, put your statement in the 
record. 

Mr. Knorr. All right, sir. 

To give a little background, the Stockton annex of the Sharpe 
General Depot comprises 1,800 acres of land on two noncontiguous 
tracts located on the Stockton deep-water channel adjacent to and 
southeast of the city of Stockton. 

This area, which is now used by the Quartermaster Corps for train- 
ing purposes, is part of an installation which orginally, in 1941, em- 
braced some 277 acres of land acquired by the War Department for the 
establishment of a motor repair and motor parts depot. However, in 
1948 1 parcel of land, of 20 acres, was sold as surplus property, and in 
March of 1955 an area of 138% acres and the depot facilities located 
there were transferred to the Department of the Air Force. 

And that is now known as the Stockton Air Force Station. 
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In effect, you have two small military installations, one being used 
by the Quartermaster Corps of the Army and one by the Air Force 
as a depot facility. 

The first parcel, described in section 1 of the bill, comprises 16.83 
acres, located on the western boundary of the Stockton annex, and 
adjoins property of the Stockton Port District. 

A building of semipermanent construction and utilities are located 
on the property. The land can be conveyed to the Stockton Port 
District without impairment of the present or foreseeable use of the 
remainder of the installation for military purposes, provided the build- 
ing now used as a noncommissioned officers club and the boundary 
fence are relocated and the baseball field, the football field and the 
patrol road are reconstructed on acceptable sites elsewhere on the 
Army’s installation. 

The provisions of section 2 of the bill are considered adequate for 
that purpose. 

Now, the second parcel comprises 4.78 acres of land and it consists 
of a strip of land along the north boundary of the installation. 

The Stockton Port District has already constructed a railroad 
classification yard on the property under authority of a perpetual 
easement granted by the Secretary of the Army on the 10th of Feb- 
ruary 1955 for a consideration of $5,200. 

The classification yards serves port facilities on adjoining property 
belonging to the Stockton Port District. 

Conveyance of fee title to the land to the Stockton Port District 
would not adversely affect the present or foreseeable use of the 
property. 

Mr. Durnam. Any questions from any member of the committee? 

Mr. Jonnson. Could I make one comment? 

I don’t know whether any of you gentlemen, or all of you understand 
that when he refers to the annex, that is a naval installation on an 
adjoining island, which is occupied completely, except with a slight 
modification that he mentioned, by the annex of the Navy, the 
Oakland Naval Station down in Alameda. 

On the island the Navy has a 7,500-foot dock that they operate there. 

Mr. Doyie. May I ask this question, Mr. Chairman? 

Mr. Duruam. Mr. Doyle. 

Mr. Doyte. I don’t think I heard you mention anything about any 
reservations, and yet the bill expressly says that the transfer shall 
include reservations as determined by the Secretary of the Army. 

Now, is it anticipated that there will be any reservation? 

Mr. Knorr. No, Mr. Doyle. So far as the Army knows, no, and 
unless something comes up in the course of the transaction between 
now and the time of the actual conveyance, only those that have been 
mentioned—these relocations that need to be taken care of. But the 
provision to which you refer is not an unusual provision to find in 
bills of this nature, giving a latitude which would make it unneces- 
sary for the Secretary to come back in the event something developed 
that was not covered. 

Mr. Doyte. There is no question, is there, but that the athletic 
field and the noncommissioned officers club house will be relocated? 

Mr. Knorr. Absolutely. 

Mr. Doyte. So that the military will not lose that necessary 
facility? 
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Mr. Knorr. That’s right, sir. And the normal procedure 

Mr. Dorie. Without expense to the Government? 

Mr. Knorr. Right, sir. Normal procedure is not to deliver the 
deed until those things have been taken care of. 

Mr. Doyte. I feel, Mr. Chairman, that it is seldom that sufficient 
or adequate recreational facilities are provided as it is. 

Mr. Duruam. Mr. Cole? 

Mr. Cote. Mr. Chairman, why did you eliminate any reference to 
recapture provisions for use in war, use by the Federal Government? 
Was it considered? I assume it was considered and thought un- 
necessary. 

Mr. Knorr. It was considered and thought unnecessary. In dispos- 
ing of the property in 1948, which actually in 1 sense separates these 
properties, there was no recapture provision. It was sold, I believe, 
to a lumbering firm for the storage of lumber, and they paid the full 
value of the property. 

So that apparently in the Department’s plans, the overall plans, 
it has not been felt that the long-term use of this installation was such 
that that was considered desirable. 

Mr. Couz. So far as I recall, this is a relatively new idea of retaining 
in the authority of the Secretary of the Department having the land 
to be disposed of the obligation or right of determining the value of 
the land. I think it is rather new. 

Do you know whether that is peculiar to the Army or all of the 
services? 

Mr. Knorr. No. I believe that there have been a number of bills 
in recent years, and I recall some in which the General Services 
Administration was the conveying authority, that unless it was being 
conveyed for some clearly public purpose, then fair market value has 
been stipulated in the bill. 

Mr. Coun. To be determined by whom? 

Mr. Knorr. By the conveying authority. 

Mr. Coun. It has always been in the bill that the conveying 
authority fixes the price? 

Mr. Knorr. That is right. 

Mr. Cote. It is rather new. 

Is it, so far as you know, the policy and will it be for the future that 
the Department of the Army is going to require full payment of any 
property it disposes of, irrespective of whether the grantee is a public 
body or not? 

Mr. Knort. I don’t feel this is indicative 

Mr. Cote. How can you justify charging the Stockton Port 
Authority, which admittedly is a public body, for this land and think 
you might give land in the future to some other public body? 

Mr. Knorr. Well, of course we faced that question in part in 1955 
when we granted the easement. Now the authority under which that 
easement was granted provides that they may be granted under terms 
and conditions such as the Secretary specified. And normally, the 
policy is that we do not charge a purely public body engaged in purely 
public activities for an easement covered by the act. But in this case 
because they were requesting and getting the easement for the purpose 
of a railroad classification yard to be used for profit—while it is true, 
it is clothed with the general euthority of a municipal corporaticn, it 
is engaged in an activity for profit and we charge them accordingly. 
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Mr. Coie. They are not asking for an easement in this bill, are 
they? 

Mr. Knorr. No, sir; but we do state that already on the nearly 
5 acres, the second parcel, has been imposed with a perpetual easement. 

Mr. Cour. You are not in position to say, then, that the Department 
of the Army has any policy at all regarding the disposal of land to 
public bodies, as to whether they should make all of them pay for it 
or not? 

I suggest you report back to your people and see if some such policy 
can be formulated. Because I am not ready to require a public hody 
in California to pay for land, thinking that perhaps a year from now 
some public body in New York or Alabama may get the land from the 
Federal Government for nothing. 

Now, if we are going to charge one public body, they all should be 
charged, and it should be the policy not only of the Department of the 
Army but all of the services and all departments of Government. 

Mr. Knorr. Certainly- 

Mr. Cour. Certainly it should be firmed up in some fashion. 
Let me—unless you want to comment on that. 

Mr. Knorr. I believe, Mr. Cole, it is clearly the policy of the Bureau 
of the Budget and the General Services Administration, who must, 
after all, give their blessing to a report of a bill of this nature, and to the 
extent we have required it, we feel we are carrying out what is overall 
policy. 

Mr. Cote. I want to direct your attention to the last subparagraph 
of the bill. 

Mr. Knorr. Yes, sir. 

Mr. Cote. Which might not cover all situations. 

First my attention was directed to where you provide that the 
money that is paid for the cost of relocation shall be credited to the 
fund to be used for the relocation, rather than have that money paid 
into the General Treasury, which is the usual practice. 

Mr. Kworr. This would be true only if the Department does 
actually do the relocating itself. 

Mr. Coe. Yes, that is true. But even so, it ought to be, for the 
sake of clarity and bookkeeping, paid into the Treasury, and any 
money that is appropriated out of the Treasury to take care of reloca- 
tion should stand on its own. It would seem to me it would add to 
confusion if you tried to do otherwise, as you suggested in this. But 
I also have in mind the situation where a particular Congress may 
refuse to appropriate funds to relocate and it may be 2 years later 
the Congress changes its mind and says, ‘‘We are going to relocate it.”’ 
When does the liability of the Stockton port people accrue, at the 
time of the relocation? Why shouldn't it be that the Stockton people 
should pay now the estimated cost of the relocation of the facilities 
which the Army now thinks should be eventually relocated, and those 
costs put into the Treasury of the United States? 

That would seem to me to be more advisable, because that will 
be an inducement to urge succeeding Congresses to appropriate the 
money to make the relocation. Because you can say, ‘‘We have the 
money. It is in the Treasury here for that purpose.” 

Mr. Knorr. Well, would that money then be appropriated for this 
purpose? Would that be your idea? 

Mr. Cote. Sure. 
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Mr. Knorr. By a separate action, or 

Mr. Cote. No, along with your regular Army construction appro- 
priation bill. 

Mr. Knorr. Of course, on the overall program that might delay 
the actual carrying out of this, I don’t know. 

Mr. Cots. It would seem to me it would expedite it. If you were 
to change this bill to say that the grantee shall pay the Department 
of the Army the actual or estimated cost of relocating it, as deter- 
mined by the Secretary of the Army, and that money is paid into the 
Treasury of the United States. 

Mr. Duruam. Any further questions by any members of the 
committee? 

Mr. CunnineHam. Mr. Chairman, I would like to ask one question. 

Mr. Duruam. Mr. Cunningham. 

Mr. CunnineHam. Is there anything in the record to show, Mr. 
Knott, whether or not at the time this land was acquired by the 
Government it was given to the Government by the people of the 
State of California or did you—the Government pay for it? 

Now, how did the Government acquire this land in the first place? 

Mr. Knorr. We purchased it and at a figure, a per acre basis, 
that would run something like $645 an acre. 

Mr. Duruam. In what year? 

Mr. Knorr. That was 1941, sir. 

Mr. DuruHam. 1941. 

Any further questions? 

Mr. Jounson. Could I make one comment there? 

Mr. Coin. You were going to estimate—I was going to ask you— 
it was indicated that a representative of the Department of the Army 
was going to tell us the estimated value of the land. 

I forgot to ask you. 

Mr. Knorr. That is all right. 

In appraising the perpetual easement last year at $5,200, lump sum, 
for 4.76 acres, we charge what we estimated at that time to be the 
full value of the property. So that would be an indication of something 
a little over $1,000 an acre. 

Mr. Coie. Why do you convey a perpetual easement instead of fee? 

Mr. Knorr. Well, that was the authority that the Secretary had. 
The Secretary has the authority and they wanted the railroad classifi- 
cation yard. So we granted them the easement. 

Mr. Coie. The Secretary of the Army has authority to grant a 
perpetual easement to real estate owned by the Army, but he does not 
have authority to convey title. 

Mr. Knorr. That is right, sir. 

Mr. Coxe. Well, I suggest you bring down some kind of legislation 
to withdraw from him that authority. Because what is the difference 
between a perpetual easement and—— 

Mr. Knorr. Certainly in this case there isn’t. 

Mr. Coxe. In any case. 

Mr. Knorr. I think, though, the instances where perpetual ease- 
ment would be rather rare in the overall—— 

Mr. Coxe. Unless the easement is limited to a particular use. 

Mr. Knorr. Oh, it is. It is limited to a particular use. 

Mr. Cong. Well, that is different. 
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Mr. Jounson. I would like to put in the record that this reclassifi- 
cation yard is just an addition to the port belt railroad which we put 
in there when the port of Stockton was organized. I had to do with 
all that. We condemned land and had a belt-line railroad, so the 
carriers and the shippers could go from either railroad—there are 
three railroads that come into that area—with equal facility, either 
from the cars onto the boats or from the boats onto the railroads where 
they wanted to ship their stuff. 

Mr. DurHam. You made a pretty good profit when you bought it 
for $600 and got an easement right for $1,200 an acre. So you came 
out pretty good on that. 

Any further questions? 

Mr. CunnincHAM. M1. Chairman, one question I would like to ask 
Mr. Knott: 

I was very much interested in the gentleman from New York, Mr. 
Cole’s question about recapture. I don’t find any recapture clause in 
the bill, but I do find this: 
include such reservations as the Secretary of the Army shall determine to be in the 
public interest. 

That could be broad enough to include recapture and everything 
else, could it not? 

Mr. Knorr. Absolutely. 

Mr. CunnINGHAM. What is the reason for withdrawing from the old 
plan of especially recommending or stating recapture and putting 
this weird clause in? Is that a change in policy? 

Mr. Knorr. No, sir; this is language which I find in many bills of 
this nature. But there is no intent, and it would be inconsistent with 
the disposal of the other 20 acres if we did impose that right of 
recapture here. 

Mr. CunninGuam. In other words, he may put in a recapture clause 
in the deed, in the conveyance. 

Mr. Knorr. It could be done; yes, sir. 

Mr. Duruam. Any further questions. 

(No response.) 

Mr. Duruam. Thank you very much, Mr. Knott. 

Without objection, the bill is reported ‘favorably to the full 
committee—— 

Mr. Cote. Mr. Chairman, I would like to ask that some thought 
be given to the idea of amending that last paragraph to require the 
money paid for relocation to be paid into the general fund of the 
Treasury, rather than the specific appropriation for the specific relo- 
cation. I seek guidance from counsel on that. 

Mr. Keviener. The only objection to that, Mr. Cole, is one that 
Mr. Knott has already mentioned. It would probably be as much 
as 2 years before the relocation would be effected because of the 
time in establishing their budgetary programs within the Department 
and submitting them to Congress and getting the money from the 
Bureau of the Budget. They usually plan 2 years in advance. 

Mr. Coxe. You are talking about something else. I am talking 
about where is the money going to be paid when it is paid, either to 
the general fund of the Treasury 

Mr. Kevieuer. No, sir. 

Mr. Coe. Or credited to the Department appropriation. 
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Mr. Ketiener. To the Department appropriation, which will allow 
them to expend it 

Mr. Coie. Why would there be any delay? 

Mr. KevLuener. Well, if it went into the Treasury, then it would 
go into miscellaneous funds and would have to be appropriated by 
an act of Congress which might be 2 years subsequent. If it goes 
into the departmental fund, they could expend it immediately. 

Mr. Coe (reading): 





shall be credited to the departmental appropriation used to make such relocation 
or reconstruction. 

So you must have the appropriation by the Congress for the specific 
relocation before anything is done. 

Now, do you mean to say it would cause a delay for the money to be 
paid into the general fund of the Treasury without any reference to 
credit, or to pay the money into the Treasury and credited to an 
appropriation? No delay whatever. 

Mr. Knorr. May I draw a distinction? 

It occurs to me if we can draw an analogy with the case we were 
considering the other day—you will recall that the purchase price is to 
be paid into miscellaneous receipts. 

Now, that isn’t spelled out here, but certainly that is the intent; 
that the purchase price will be paid into miscellaneous receipts. The 
only function of this subsection (b) is to cover the cost of relocating. 

Now, in the case of the turnpike authority, they are actually doing 
that at a cost of over $1 million, separately. Apparently there is 
some thought here that the Secretary of the Army—or the Army will 
do the relocating. And this is to make him whole for taking funds 
that he may have out of current appropriations and doing that 
relocating. That is all. 

Mr. Cote. Well, I think it is ill-advised. I think the Stockton 
people ought to pay what is estimated to be the cost of relocating and 
that money put in the Treasury. Then the Congress appropriate out 
just as it would for anything else, for doing the relocating. But you 
say it will cause delay. I will keep still, but I don’t agree with you. 

Mr. Duruam. Without objection, the bill is favorably reported to 
the full committee. 

Thank you very much, Mr. Johnson. 

Mr. Jounson. Thank you very much. 

Mr. Duruam. Mr. Dempsey, your bill is the next one on the list, 
H. R. 4363. 

(The bill is as follows:) 


[H. R. 4363, 84th Cong., Ist sess.] 
A BILL Authorizing the conveyance of certain property of the United States to the State of New Mexico 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, subject to the reservations and conditions 
set out in section 2 of this Act, the Secretary of the Army is authorized and 
directed to quitclaim to the State of New Mexico all right, title, and interest of 
the United States to the property known as the Bruns General Hospital area and 
more particularly described as follows: 

All that portion of land situate in the northeast corner of section 4 and the 
northwest corner of section 3 in township 16 north, range 9 east, and in the south- 
east corner of section 33 and southwest corner of section 34 township 17 north, 
range 9 east, New Mexico principal meridian, known as the westerly portion of 
Bruns General Hospital area in the southwest corner of the Santa Fe grant, Santa 
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Fe, New Mexico; bounded on the north by United States Highway Numbered 85, 
on the south by Siringo Road and land used by the Atomic Energy Commission, 
on the east by West Avenue, on the west by Siringo Road, and more particularly 
described as follows: 

Beginning at the southwest corner, whence the southwest corner of the Santa 
Fe Land Grant bears south 44 degrees 47 minutes 20 seconds west, a distance of 
70.71 feet; thence along the easterly edge of Siringo Road, north 00 degrees 12 
minutes west, a distance of 2,307.10 feet to the northwest corner; thence along 
the southerly edge of United States Highway Numbered 85, north 57 degrees 45 
minutes east, a distance of 375.75 feet to the northeast corner; thence along the 
westerly edge of a road known as West Avenue, south 32 degrees 15 minutes east, 
a distance of 1,489.83 feet; thence south 57 degrees 45 minutes west, a distance of 
112.50 feet; thence south 32 degrees 15 minutes east, a distance of 500.00 feet; 
thence south 57 degrees 45 minutes west, a distance of 675.00 feet; thence south 
32 degrees 15 minutes east, a distance of 475.00 feet to the southeast corner; 
thence along the northerly edge of Siringo Road south 89 degrees 50 minutes 
west, a distance of 959.00 feet to a place of beginning; containing 48.428 acres 
more or less. 

Sec. 2. (a) Any conveyance granted by reason of this Act shall contain a 
reservation to the United States of all minerals, including gas and oil, in the 
property so conveyed. 

(b) Such conveyance shall be subject to the condition that the property con- 
veyed shall be used primarily for the training of the Air National Guard of New 
Mexico or for other military purposes, and if the State of New Mexico shall ever 
cease to use the property so conveyed for such purposes, then title to such property 
shall immediately revert to the United States which shall have the immediate 
right of entry thereon. 

(c) Such conveyance shall further provide that whenever the Congress of the 
United States declares a state of war or other national emergency or the President 
declares a state of national emergency, and upon the determination by the Secre- 
tary of the Army, the Secretary of the Navy, or the Secretary of the Air Force 
that the property so conveyed is useful for military, naval, or air purposes or in 
the interest of national defense, the United States shall have the right, without 
charge, to the full unrestricted possession, control, and use of the property con- 
veyed, or any part thereof, including the use of all improvements made by the 
State of New Mexico thereon, for the duration of such state of war or other 
national emergency. Six months after the cessation of such state of war or 
national emergency, such property shall revert to the State of New Mexico. 


Mr. Duruam. Come around. 

Mr. Dempsey. Mr. Chairman and members of the committee, I 
have introduced a bill, 4363, in February. It has to do with the 
transferral of 51 acres of land in Santa Fe, N. Mex., formerly a part 
of 236 acres purchased by the city of Santa Fe and given to the Army 
for a hospital. 

The hospital—the buildings were constructed. They were frame, 
l-story, temporary buildings, except I think there is 1 gymnasium 
building, which was a brick building, a very substantial building. 
But that is not on the tract I am speaking about. 

The National Guard of the State of New Mexico has been using 
this acreage we are discussing now for the Air National Guard of the 
State of New Mexico. 

The general in charge of the National Guard, General Sage, was a 
colonel in the National Guard of New Mexico prior to World War II, 
and prior to World War II the National Guard was transferred to the 
Philippines, with the result that they were there when the Pearl 
Harbor incident happened, and some of them came back. 

The Army has no objection to this bill. They do have certain 
amendments, which we have no objection to at all. 

One of the amendments says that in a national emergency they 
would take over the land again, and we would want them to. We 
have no objection to that, because they would probably take over the 
National Guard, too. 
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But we are not offering to pay any money for this land because we 
bought it in the first place— 

Mr. Cots. Because what—— 

Mr. Duruam. You say you bought it and gave it to the Govern- 
ment; is that correct? 

Mr. Dempsey. Yes, the city of Santa Fe purchased the land and 
gave it to the Government, and they built this temporary hospital 
that would bed about 2,200 men. In 1946 it was abandoned. 

Mr. Duruam. Well, I noticed you have a recapture clause in here. 

Mr. Dempsey. Yes, sir. 

Mr. Duruam. The city has no objection to that? 

Mr. Dempsey. We don’t object to anything that the Army recom- 
mends. 

Mr. Duruam. The city bought the property in the beginning. 

Mr. Dempsey. But we would like to note that the National Guard 
has a permanent home there, excepting at such times as the Army 
might want it for more important purposes. 

Mr. Duruam. The hospital property is now used by the National 
Guard; I mean the buildings? 

Mr. Dempsry. Yes; and they are maintained. Otherwise, they 
wouldn’t be there. They were not well constructed buildings when 
they were constructed, because they were of a temporary nature. 

Mr. Duruam. The National Guard is keeping it up and under 
repair? 

Mr. Dempsey. Yes. Many of the buildings have been sold for 
little or nothing. But the National Guard is maintaining those that 
they are occupying. 

Mr. Durnam. Any questions from any members of the committee? 

Mr. Bennett. Only I would like to ask: 

In the section where it says should be primarily used for military, 
then line 9, on page 3—it seems to me, Mr. Knott, we usually just 
don’t have that word “primarily,” is that correct? 

Mr. Knorr. That is in the bill. 

Mr. Bennetr. You change that by your amendment? 

Mr. Knorr. Yes; the whole bill. 

Mr. Bennett. The whole bill? 

Mr. Knort. A clean bill. 

Mr. Bennett. Because it seems to me, in bills like this, they say 
it should just be used for military purposes and not primarily. 

Mr. Dempsey. I have no objection to that. I understand a clean 
bill will come out with the amendments suggested by the Army con- 
tained in the bill. 

Mr. Duruam. Thank you. 

Any questions, Mr. Cole? 

Mr. Cote. I think if we hear the amendments, maybe we could 
avoid a lot of questions. 

Mr. Duruam. We will call Mr. Knott. 

Mr. Knott, will you come around and let us have the amendments? 

Mr. Dempsey. I want to say this to you, that my colleague, Mr. 
Fernandez, who is a member of the Appropriations Committee, can’t 
be here, but. he is very familiar and wholeheartedly in favor of this 
legislation. 

Mr. Duruam. Thank you very much. If he has a statement on 
this matter, we will put it in the record. 
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Mr. Knorr. Mr. Chairman, this bill offered in substitution is a 
shorter bill and one which follows very closely the pattern of the bill 
on Jackson Barracks, which this committee considered last year, and 
it avoids the lengthy description in the property and makes minor 
corrections by domg so. 

I would be glad to read it, if you like. 

(The amendment is as follows:) 

That the Secretary of the Army is authorized and directed to convey to the State 
of New Mexico, all the right, title, and interest of the United States in and to the 
51 acres of land, more or less, of the former Bruns General Hospital area in Santa 
Fe, New Mexico, now under license to the State of New Mexico, the property to 
be used for the training and support of the Army or the Air National Guard of 
New Mexico and the conveyance to be made without monetary consideration 
therefor, but upon condition that it shall be used for the aforesaid purposes and 
that if such real property shall ever cease to be used for such purposes, all the right, 
title, and interest in and to such real property shall revert to and become the 
property of the United States which shall have the immediate right of entry 
thereon, and to be further subject to the reservation by the United States of all 
mineral rights, including oil and gas; the right of reentry and use by the United 
States in the event of need therefor during a national emergency; and such other 
reservations, restrictions, terms, and conditions as the Secretary determines to be 
necessary to properly protect the interests of the United States. 

Sec. 2. The cost of any surveys necessary as an incident of the conveyance 
authorized herein shalll be borne by the State of New Mexico. 

Mr. Cots. Tell us what are the minor corrections. 

Mr. Knorr. Well, the bill now provides for use by the Air National 
Guard of New Mexico. The Department’s suggested amendment 
there would be to add of course the Army National Guard, or it could 
simply provide for the National Guard as most of them do. 

That might be considered a limiting provision. 

Mr. Doytr. May I ask there: Are you limiting the use to the 
National Guard units? 

Mr. Knorr. Normally it is a conveyance to the State for National 
Guard and other military purposes, which would permit a Reserve 
unit to use the facility. 

Mr. Doytz. I thought you were dropping out that phrase “for 
other military purposes” in your proposed amendment. That is what 
I am questioning. 

Is it to be limited only to the National Guard units or for military 
purposes generally? 

Mr. Knorr. I think that is a good point, Mr. Doyle. It should be 
the National Guard—for the National Guard or other military 
purposes. 

Mr. Doyts. That is what I would suggest. 

Mr. DuruHam. You have no objection to that? 

Mr. Dempssry. No. I favor it. That is what we are using the 
place for. 

Mr. Duruas. All right. 

What are the other minor changes? 

Mr. Knorr. Then, at that time, there was some concern about the 
description. Actually, since that time there has been a survey com- 
pleted, that is, since the Department’s report was made, so that we 
could spell out the entire description in the bill, but that always runs 
into the problem of a misprint of a call when the bill is being enrolled. 
So wherever possible we simply identify it as an error which can be 
further identified from maps. 
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Mr. Dempsey. In other words, they were in doubt as to whether it 
was 48 acres or 51. 

Mr. Knorr. That’s right, sir. This would simply refer to it—would 
authorize and direct the Secretary to convey 51 acres, more or less, of 
the former Bruns General Hospital area now under license to the 
National Guard of New Mexico, which is a fixed area. 

Mr. CunnineHaM. And there is a definite description somewhere 
on file. 

Mr. Knorr. That is correct. 

Mr. CunnineHam. That you can check back with. 

Mr. Knorr. In fact, I have that now, but it came after the report 
was made. 

Mr. Coxe. Do you retain the title to the gas and mineral rights in 
the Federal Government? 

Mr. Knorr. Yes, sir. 

Mr. Coize. Why didn’t you retain those in the Stockton deal? 

Mr. Knorr. Again, only because we were conveying the property 
at its fair market value. Here we are conveying for no consideration. 
We are embodying the same reservations we always embody in these 
types of conveyances. 

Mr. Cote. I am not sure, but it is my recollection on that New 
Jersey transfer we did reserve the minerals. Maybe not. 

Mr. Kworrt. I don’t recall that we did. 

Mr. Kevueuer. I don’t recall. Let me check that. 

Mr. Dempsey. Congressmen, I think we in the West are getting a 
little tired of the Federal Government getting a piece of land for a 
hospital, which we pay for, and then they want the mineral rights. 
They buy land from farmers, ranchers, in fact condemn their land and 
throw them out, where they have oi! possibilities. I think that 
sometimes they go too far. This should be a Government by the 
people and for the people. 

Mr. Cots. You will agree, I feel quite sure, that——— 

Mr. Dempsey. Beg your pardon? 

Mr. Cote. I feel quite sure you will agree there should be uni- 
formity. If we are going to reserve mineral rights one place, they 
should be reserved other places. They should all be treated the same. 

Mr. Dempsey. They shouldn’t want the mineral rights, because 
they are not going to do any training down there. 

Mr. Coxe. What was done in the New Jersey transfer of land? 
Was the mineral rights retained? 

Mr. Knorr. I am under the impression it is not, but I couldn’t 
speak positively. 

Mr. Kewvxueu|er. | will check right now, Mr. Cole. 

Mr. Bennett. While we are waiting for him to check, wouldn’t it 
be a good idea for Mr. Knott to put the exact description in the backup 
material of this hearing somewbere, if he could? 

Mr. Knorr. Yes, I could. 

Mr. BENNETT. So we would have a definite place to look. 

Mr. Durnam. Without objection, it will be placed in the hearings. 

(The description follows:) 
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DescrIPTION oF LANDS UNDER LICENSE TO NEw Mexico NationaL GUARD 
BY THE DEPARTMENT OF THE ARMY 


All that portion of land situate in the northeast corner of section 4 and the 
northwest corner of section 3 in township 16 north, range 9 east, and in the south- 
east corner of section 33 and southwest corner of section 34 township 17 north, 
range 9 east, NMPM, known as the westerly portion of Bruns General Hospital 
area in the southwest corner of the Santa Fe Grant, Santa Fe, New Mexico; 
bounded on the north by U. 8S. Highway No. 85, on the south by Siringo Road 
and land used’ by the Atomic Energy Commission, on the east by West Avenue, 
on the west by Siringo Road, and more particularly described as follows: 

Beginning at the southwest corner, whence the southwest corner of the Santa 
Fe Land Grant bears S. 44°47 minutes and 20 seconds W. a distance of 70.71 feet; 
thence, along the easterly edge of Siringo Road, N. 0°12 minutes W., a distance of 
2,307.10 feet to the northwest corner; thence, along the southerly edge of U. 8. 
Highway No. 85, N. 57°45 minutes E., a distance of 400.79 feet to the northeast 
corner; thence, along the westerly edge of a road known as West Avenue, §. 
32°15 minutes E., a distance of 1,489.83 feet; thence, S. 57°45 minutes W., a 
distance of 137.54 feet; thence, S. 32°15 minutes E., a distance of 500.00 feet; 
thence, 8S. 57°45 minutes W., a distance of 675.00 feet; thence, 8. 32°15 minutes 
E., a distance of 475.00 feet to the southeast corner; thence, alang the northerly 
edge of Siringo Road 8. 89°50 minutes W., a distance of 959.00 feet to a place of 
beginning. Containing 49.284 acres more or less. 


Mr. Duruam. Are there any further questions from any member of 
the committee? 

Mr. Bray. Only one observation, Mr. Chairman—— 

Mr. Duruam. Yes, Mr. Bray. 

Mr. Bray. Only one observation I would like to make and that is 
regarding the mineral rights. I think we should get the Government 
as quick as possible out of the mineral rights business wherever it is 
feasible. We had almost a disgraceful situation took place in southern 
Indiana, where we had a whole Government project there. They 
sold this land back to the people and held the mineral rights. And it 
was very scandalous the way they were handling it. 

In fact, most of them were taken up by some fat cats in Washington, 
by the Department. It would have been a great scandal if it turned 
it was of much value. It turned out in the end they weren’t too 
valuable. It didn’t turn out good at all. 

I also recall we had that trouble down in Louisiana, where the 
Government returned the mineral rights to some people who had a 
close drag with them and kept it away from the little guy. 

I for one am glad the Government is not retaining any mineral 
rights in this. 

Mr. Dempsey. Congressman, in the northwestern part of New 
Mexico, and partly in Utah and Colorado, is the richest 100 mile- 
square in the world minerally; 75 percent is owned by your Uncle 
Sam. That is where we have the Indians starving. 

Mr. Coxe. Mr. Chairman, I see we did—in the transfer of title to 
lands to the New Jersey Turnpike Authority—I am trying to find out 
the amount of land. It wasn’t very much, but there was just 
enough—— 

Mr. Ke.ugner. Nine acres, I believe. 

Mr, Couz. Nine acres. 

In that bill we did retain the mineral rights in the United States. 

Now, whether we should retain mineral rights or shouldn’t is some- 
thing else. But I say it is wrong to retain them with respect to 


eregenty in one State and relinquish them in property in another 
tate. 
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My point is there should be uniformity. 

Mr. Dempsey. I agree with you on that. Down at Alamagorda, 
a guided missiles project, which is about 38 miles wide by 120 miles 
long, they did retain a lot of the minteral rights there, but not in the 
last application they made for 800,000 acres additional. Then I 
went down to that meeting with some of the members of the subeom- 
mittee and I opposed that. They were taking I think 132,000 acres 
of State land. 

Now, we don’t want them to take any more State land. They 
own half of it now. We were willing to exchange anything they 
wanted for testing, for comparable land elsewhere. That is the 
arrangement that your committee 

Mr. Duruam. I think there is a difference here, Mr. Cole, some- 
what, it looks like, from the New Jersey situation. Because these 
people gave the property to the Government to start with. They 
didn’t pay anything for the mineral rights. Why should we reserve 
them for the Government at a later date? If we bought the land 
and paid for the mineral rights 

Mr. Coie. No; you misunderstand me. I am not referring to the 
New Mexico matter. I am referring to the one in California, the 
one we just passed, at Stockton. 

Mr. Cunninauam. Mr. Chairman, I would like a question of Mr. 
Knott on that. 

I notice you say in the California bill, that the Secretary shall 
determine the fair market value. In determining the fair market 
value you must take into consideration whether or not the mineral 
rights go with it or is reserved. 

Mr. Knorr. That is right. 

Mr. Cunnincuam. That is true in all cases, is it not? 

Mr. Kworr. That is right; it would affect the return to the 
Government. 

Mr. Cunninauam. All right. 

Let me ask you this question: 

Supposing you are conveying a piece of ground in any State and 
you reserve the mineral rights, but up to the time conveyance is made 
there has been no development or prospecting for minerals and they 
don’t know whether there are any there or not, how do you determine 
the differential in the value between with or without minerals? 

Mr. Knorr. That is essentially an appraisal question, but I believe 
appraisers would tell you that there are in fact—there is in fact no 
mineral value until there is a demand and a market for minerals. 
So that for all practical purposes, it would probably only be only a 
nominal reduction in the price. 

Mr. CunninGHaM. That is exactly what happened in the State of 
Louisiana. There was no known value to the minerals at the time 
of the conveyance. 

Mr. Knorr. Yes. 

Mr. Cunninauam. And later they developed. And then there was 
a furor, with bills in Congress, to try to straighten it out. 

Mr. Dempsry. Mr. Cunningham, they use all the scientific methods 
available and seismographing is an extremely expensive experiment 
and that costs a lot of money. 

Now, on all the property around Alamagorda—most of it had been 
under mineral lease for oil and gas. 
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Mr. Cunnincuam. That would give an additional value. 

Mr. Dempsey. Then, certainly. 

Mr. Cunnincuam. Because there were known minerals there. 

Mr. Dempsey. They didn’t pay any additional. They just in 
some instances went to court. Three and four and five dollars an 
acre is what they paid for the land. And some of these people— 
their ancestors went back nearly two centuries on that land. And 
I rather didn’t feel very good at being a Member of Congress and 
seeing those things happen, because I don’t think they should occur. 
When you force a man off his land, if there is any minerals there that 
the Government is not going to go down and get, let them retain that. 

Now, if they can’t go in and explore, so long as you want if for 
training purposes—and I am not saying anything about the mineral 
lands there—if you have taken them and want to keep them, keep 
them. Because I don’t think you are going to find any minerals. 

Mr. Cunnincuam. I think Mr. Cole has brought out the fact that 
there is a sort of crazy-quilt pattern on how this thing is being done. 

Mr. Dempsey. I think it should be uniform. 

Mr. CunnincHam. There should be some set pattern for the future 
so everyone would be treated alike. 

Mr. Dempsey. That is right. 

Mr. Doyte. Mr. Chairman, I move we strike all after the enacting 
clause and report the bill as amended. 

Mr. Duruam. Any objection? 

(No response. ) 

Mr. Duruam. Without objection, the bill is reported favorably to 
the full committee. 

Mr. Dempsry. Thank you very much, gentlemen. 

Mr. Durnam. Thank you, Mr. Dempsey, and Mr. Knott. The 
next bill, I believe, is 8100. 

Mr. Ke.iener. Admiral Sutherland is here as a witness. 

Mr. Duruam. We have witnesses here from the Navy Department. 
I believe, on H. R. 8100. 

(The bill is as follows:) 


{H. R. 8100, 84th Cong., 2d sess.]} 
A BILL To authorize the loan of two submarines to the Government of Brazil 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the President is authorized to lend two sub- 
marines to the Government of Brazil for a period of not more than five years. 
The President shall, prior to the delivery of the submarines to the Government of 
Brazil, conclude an agreement with the Government providing for the return of 
the submarines in accordance with the provisions of this Act and in substantially 
the same condition as when loaned. All expenses involved in the activation of 
the submarines, including repairs, alterations, outfitting, and logistic support 
shall be charged to funds programmed for the Brazilian Government under the 
Mutual Security Act. 


Mr. Duruam. Admiral Sutherland, will you proceed to tell us why 
the people desire to give a couple of submarines under this bill? 

Admiral Sutherland. 

Admiral SurHERLAND. Mr. Chairman and members of the commit- 
tee, I have a statement here that I would like to read supporting this 
proposed legislation. 

Mr. Duruam. All right, you may proceed, Admiral. 

Admiral SuTHERLAND. The Government of Brazil has submitted a 
request that the Brazilian Navy be provided with two submarines in 
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order to be prepared to carry out its mission in the joint defense of 
the Western Hemisphere. 

The Minister of the Navy of Brazil has indicated that the need for 
the submarines is urgent in order that the Brazilian Navy will have the 
means for conducting antisubmarine warfare training. 

The chief of the United States naval mission to Brazil has strongly 
recommended that two United States submarines be loaned to Brazil 
in order to satisfy the Brazilians’ urgent need for these ships for use 
in training the Brazilian Navy in antisubmarine warfare tactics. 

The present submarine strength of the Brazilian Navy consists of 
three old submarines built in Italy in 1937. Due to age and lack of 
spare parts for maintenance and upkeep, the safety of operation of 
these submarines is marginal even at periscope depth. They are, in 
fact, now obsolete and useless insofar as combat or antisubmarine 
warfare training is concerned. 

These old submarines will soon have to be retired from any further 
service due to lack of seaworthiness. However, in thinking of them, 
it should be recalled that they have had a useful life, not only in the 
service of Brazil, but also in rendering service to the United States 
Navy. 

During World War II, while Brazil was fighting by our side as an 
effective ally, these submarines were put to very useful service in the 
antisubmarine warfare training of United States ships of the 4th 
Fleet (South Atlantic) off Rio de Janeiro and Recife. 

The prospective early decommissioning of these wornout submarines 
will leave the Brazilian Navy with no submarines. This will cause a 
disruption in the training of submarine specialists, destroying many 
years of hard work in the preparation of qualified personnel. In this 
connection, a considerable number of Brazilian Navy officers and en- 
listed men have been given training in our own submarine school in 
New London, Conn., in accordance with the provisions of our laws. 

The Brazilian Navy is most desirous of obtaining United States- 
built submarines in the interest of standardization of Navy equipment. 
This is entirely in consonance with our national policy of promoting 
standardization of military equipment in the Western Hemisphere. 
Such standardization has the advantages of promoting hemispheric 
solidarity and giving the naval forces of the hemisphere a much greater 
capability for operating together for the common defense in case of 
war emergency. 

Unfortunately, the high cost of construction of submarines in 
American shipyards makes it prohibitive for Brazil, under the existing 
Brazilian economic conditions, to purchase ships from American 
shipbuilders. If they go to Europe for the purchase of naval vessels, 
there is certain to be an increase of European influence in Brazilian 
affairs. 

The purchase of ships in Europe by various Latin American coun- 
tries is already a matter of concern to our Government. If such 
purchases are extensive, it is very possible that our own United States 
naval missions in these countries may be displaced by missions from 
European countries to the detriment of hemispheric defense measures 
and solidarity and with resultant weakening of our position in Latin 
America. 

Brazil has traditionally been a close friend of the United States. 
She has fought with us in World Wars I and II. She has given every 
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indication that she intends to continue this close friendship and 
alliance. She has ratified the Inter-American Treaty of Reciprocal 
Assistance, has concluded a Bilateral Military Assistance Agreement 
with the United States, has strongly supported the Inter-American 
Defense Board, and the Organization of American States, and has 
generally supported the United States’ leadership of the free world. 

It is reasonable, therefore, to believe that if we furnish the requested 
submarines to Brazil, we are placing them in the hands of an ally 
upon whom we can count to fight with us in the event of another 
great emergency. 

We are planning mutual defense measures with Brazil through the 
medium of the Inter-American Defense Board, the Joint Brazil-United 
States Military Commission in Rio de Janeiro, and the Joint Brazil- 
United States Defense Commission in Washington. 

Considering the composition of the Brazilian Navy, it is obvious 
that one of its primary missions will be in the field of antisubmarine 
warfare. Its effective strength is comprised of 2 cruisers, 7 destroyers, 
8 destroyer escorts, and 5 patrol craft. All these units are suitable 
for operations with United States naval vessels in common defense of 
sealanes of communication. 

Except for the cruisers, all these ships are antisubmarine and escort 
vessels. It is important to United States interests that these ships 
be well trained to be effective antisubmarine warfare units. For the 
conduct of such training, it is essential that the Brazilian Navy have 
tame submarines to act as target vessels in antisubmarine tactical 
training exercises. 

In view of the foregoing considerations, the Department of the 
Navy recommended, and the Joint Chiefs of Staff and the Secretary 
of Defense concurred, that it would be in the best interest of the 
United States to provide two United States submarines to Brazil on 
a loan basis. As the gentlemen of the committee realize, the loan of 
United States naval vessels to friendly foreign nations can only be 
accomplished with the sanction of the Congress. Therefore, legisla- 
tive authority for the loan of two submarines to Brazil is now being 
sought. 

The United States Navy has 24 light-hulled submarines in its 
Reserve Fleet. These submarines are no longer considered effective 
combatant units. 

When they are reactivated in event of emergency, it most probably 
will be for the primary purpose of providing training services to our 
antisubmarine warfare units. It is believed that two of these sub- 
marines could be loaned to Brazil without detriment to our mobiliza- 
tion potential. 

It is estimated that the cost of activating these submarines and 
placing them in excellent material condition with a complete set of 
spare parts and torpedoes would be approximately $1.3 million each. 
Because of the weakness of the Brazilian economy, these costs will 
have to be as grant aid from mutual defense assistance funds. It 
may be that, under the provisions of the Mutual Security Act, con- 
tinuing assistance will have to be furnished to Brazil to maintain 
these submarines. It is estimated that the cost of such assistance 
would be on the order of about $37,000 annually per submarine for 
maintenance spare parts. 
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If congressional approval is given for the loan of these submarines, 
a formal agreement on the terms of the loan will be concluded by our 
State Department with the Brazilian Government. This agreement 
will be similar substantially to agreements previously concluded in 
the case of loan of United States ships to other friendly foreign nations. 
It will stipulate that the Government of Brazil will use these sub- 
marines to provide training in antisubmarine warfare and in accordance 
with the conditions of the mutual defense assistance agreement; 
the Government of Brazil will have use of all equipment and spare 
parts on board the submarines at the time of delivery; although the 
submarines may be placed under the Brazilian flag, title remains in 
the United States and Brazil will not relinquish possession of the 
submarines or their appurtenances without consent of the United 
States; no claims arising as a result of transfer and operations of the 
submarines can be assessed against the United States; the United 
States may reposses these submarines at any time if necessitated by 
its own defense requirements; and finally, at the expiration of the 
loan; the submarines will be returned in thé same condition as when 
loaned except for fair wear and tear; if the submarines are damaged 
or lost through enemy action, Brazil is exempted from liability for 
such damage or loss. 

You gentlemen of this committee are thoroughly cognizant of the 
great strategic importance of the geographical location of Brazil in 
respect to the inter-American sealanes of communication in the 
South Atlantic. The adequate protection of these sealanes is of 
vital strategic importance to the United States. The major threat to 
these lines of sea communication is the Soviet submarine power. 
You will remember that German submarines operated with effective- 
ness off the Brazilian coast during the last world war. 

Throughout the free world, there is a deficit of antisubmarine ves- 
sels and capability. The reduction of this deficit and the improve- 
ment of the effectivenss of the antisubmarine vessels in the navies of 
our allies has been one of the primary objectives of our naval foreign 
military assistance programs. 

Assisting Brazil to improve the capabilities of its Navy to con- 
tribute effectively to the protection of inter-American sealanes and 
to the overall antisubmarine potential of the free world, we believe, 
fully justifies the Department of Defense’ request for your favorable 
action on this proposed legislation. 

Mr. Duruam. Thank you very much, Admiral. 

(Discussion off the record.) 

Mr. Duruam. All right, let’s vote on H. R. 8100. Is there any 
objection to reporting this bill with the suggested amendment giving 
the President discretionary power to extend the loan period for an 
additional 5 years? 

(No response.) 

Mr. Duruam. Without objection, the bill, as amended, is reported 
favorably. 

(Whereupon the subcommittee adjourned at 12 noon.) 
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House oF REPRESENTATIVES, 
SUBCOMMITTEE No. 1 OF THE 
ARMED SERVICES COMMITTEE, 
Washington, D. C., Monday, January 23, 1956. 

The subcommittee met at 10 a.m., Hon. Overton Brooks (chairman 
of the subcommittee) presiding. 

Mr. Brooks. We are very happy to hear from you, Colonel Boyer. 
We appreciate your coming here to the committee. 

Gentlemen of the committee, Mr. Burgess has one additional 
thought he wants to give us. 

Secretary Burcess. Mr. Chairman, I just saw a clipping in the 
New York Times yesterday. I didn’t know we had it with us. It 
is very brief, if I could just read it to you: 


ScHoo.L SERVICE PLAN—ANTIOCH STUDENTS WILL Get CREDIT FoR MILITARY 
TIME 


YELLOW SprinGs, Onto, January 21.—Antioch College announced this week a 
plan by which 17- to 18}4-year-old students may fulfill their military obligations 
without loss of college credit. 

The plan takes advantage of the college’s alternating study-plus-work program. 
Under the plan, youths will enter Antioch to study in either the first division next 
fall or; 8 weeks later, in the second division. Both groups will remain on the 
campus for the 3-month study period after Christmas. 

At the end of March, any student not yet 18'4 may volunteer for 6 months of 
active service under the Reserve Forces Act and return to the campus for his 
next year’s program in the second division of the fall of 1957. Antioch will grant 
work credits for this military service. 

Mr. Brooks. That is a very fine statement. It certainly shows 
cooperation. Thank you very much, Mr. Secretary. 

Now, gentlemen, let’s go back to the legislation we have before us. 
We will pass over the bill, 8107, and Mr. Ducander will get in touch 
with the Counsel for the Defense Department and work out amend- 
ments and changes. Then we will take it up. 

In the meantime, we have H. R. 4704, by Mr. Winstead, to provide 
for the examination preliminary to promotion of officers of the naval 
service. 

(The bill referred to is as follows: ) 


[H. R. 4704, 84th Congress, Ist sess.] 
A BILL To provide for the examination preliminary to promotion of officers of the naval service 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 1496 of the Revised Statutes is 
amended to read as follows: 

“No officer in the grade of ensign in the Regular Navy shall be promoted per- 
manently to the next higher grade on the active list of the Navy until he shall 
demonstrate to the satisfaction of a board of examining officers such mental, 
moral, and professional qualifications as the Secretary of the Navy may prescribe, 
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No officer in a grade above that of ensign and below that of captain shall be pro- 
moted to the next higher grade on the active list until he shall demonstrate to the 
satisfaction of a board of examining officers such professional qualifications as the 
Secretary of the Navy may prescribe. The Secretary of the Navy shall issue 
regulations governing the procedures to be followed by such examining boards as 
he may convene from time to time, including regulations to insure a full and fair 
hearing to officers whose cases come before the boards and who demand a hearing. 
The Secretary of the Navy may, in his discretion, suspend in whole or in part the 
operation of the provisions of this section in connection with the promotion of 
officers under the Act of July 24, 1941 (55 Stat. 603), as amended.” 
Src. 2. The following laws are repealed: 


. (a) Sections 1495, 1499, 1500, 1501, 1502, 1503, and 1504 of the Revised 
tatutes; 


(b) Act of June 18, 1878 (ch. 267, 20 Stat. 165); 

(c) Section 20 of the Act of May 22, 1917 (40 Stat. 89), as amended; and 

(d) Section 316 (k) of the Officer Personnel Act of 1947 (61 Stat. 868), as 
amended. 

Mr. Brooks. Do we have witnesses here? 

Mr. Ducanper. Yes, sir, Captain Martin. 

Mr. Brooks. Captain Martin, would you come forward, sir? 


STATEMENT OF CAPT. F. B. C. MARTIN, USN, ASSISTANT CHIEF 
NAVAL OPERATIONS (PLANS) 


Captain, would you explain the bill, sir? Do you have a prepared 
statement? 

Captain Martin. Yes, sir, I have, Mr. Chairman. 

Mr. Brooks. You may proceed. 

Captain Martin. Mr. Chairman and members of the committee; 
section 1496 of the Revised Statutes provides that no officer shall be 
promoted to a higher grade on the active list of the Navy until his 
mental, moral, and professional fitness to perform all of his duties at 
sea has been established to the satisfaction of a board of examining 
officers appointed by the President. This section of the revised 
Statutes is made applicable to officers of the Marine Corps by sections 
114 (a) and 314 (a) of the Officer Personnel Act of 1947 as amended. 

When section 1496 of the Revised Statutes was enacted, officers of 
the Navy and Marine Corps were promoted to the next higher grade 
by seniority and the examination conducted by a naval examining 
board was the only means of determining an officer’s qualification for 
promotion. Under the selection process established by the Officer 
Personnel Act of 1947, officers in the grades above that of ensign in 
the Navy and second lieutenant in the Marine Corps are selected for 
promotion to the next higher grades after a review by a selection board 
of the officer’s record and after a comparison of his record with that 
* ae other officers of his grade under consideration by the selection 

oard. 

Because of the requirements of section 1496 of the Revised Statutes 
an officer who has been selected for promotion must, before he can be 
promoted to the grade for which selected, be examined by a naval 
examining board to determine his mental, moral, and professional 
qualifications to perform all the duties at sea of that grade. This 
ele results in some duplication of the functions of a selection 

oard. 

The requirement of this law that an officer must be found qualified 
to perform all his duties at sea has become increasingly difficult to 
comply with. In 1864, when this law was enacted, we had no need 
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for specialists in the Navy. Since no complicated mechanical, elec- 
ual eo fire-control equipment was installed in ships in those days, 
line officers could logically be expected to qualify in all types of naval 
duties. Today, however, with the numerous technological advance- 
ments which have been made, it has been necessary to have some 
officers specialize in various fields. Many officers, through no fault 
of their own, have been assigned duties in some particular specialty 
and have had no opportunity to become qualified at sea. 

A waste of manpower would obtain if these officers had to be rotated 
from an assignment in their specialty to sea duty solely to qualify to 
perform all their duties at sea. The same difficulty also exists in the 
case of naval aviators, a large number of whom have had no oppor- 
tunity to qualify in general line duties at sea. As a result, the need 
to revise the law governing the examination for promotion of officers 
has arisen. 

For officers in grades above that of ensign and below that of captain, 
the proposed revision of section 1496 of the Revised Statutes provides 
that no officer in those grades shall be promoted to the next higher 
grade on the active list until he shall have demonstrated to the 
satisfaction of an examining board such professional qualifications as 
the Secretary of the Navy may prescribe. As officers in these grades 
are considered for promotion by a selection board, an examination 
other than professional is considered unnecessary. For officers of the 
grade of ensign, who are promoted without selection on completion of 
3 years’ service, the proposed revision provides that no officer of that 
grade shall be promoted permanently to the next higher grade on 
the active list until he shall have demonstrated to the satisfaction of 
a board of examining officers such mental, moral, and professional 
qualifications as the Secretary of the Navy may prescribe. 

This legislation provides that the Secretary of the Navy shall issue 
regulations governing the procedures to be followed by the examining 
boards and which will assure a full and fair hearing to officers whose 
cases are before an examining board. The miscellaneous provisions 
of law which prescribe the procedures to be followed by examining 
boards, their reports, and the approval of the reports, would be re- 
pealed. This legislation would retain the statutory nature of the 
examining boards but the present statutory responsibility of the 
examining boards for establishing the criteria for qualification of an 
officer for promotion would be placed in the Secretary of the Navy, 
thus affording more flexibility of administration. 

Enactment of this legislative proposal is strongly recommended. 

Mr. Brooks. Who has that authority now? Is it the President or 
the Secretary of the Navy? 

Captain Martin. The authority is in the naval examining board, 
sir. Under the law, it has authority to determine if the man is 
qualified. 

Mr. Brooks. You would give the Secretary the authority? 

Captain Martin. We would give the Secretary authority to estab- 
lish the criteria that the statutory examining board would use, yes, sir. 

Mr. Brooks. You left out, I noticed in your statement, the word 
“‘permanently,’’ but in the bill, 4704, you use, on line 6, the word 
‘promoted permanently”’ to the next higher grade. 

Captain Kimme-. That is, ensign. 

Mr. Brooks. No officer shall be promoted permanently. 
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Captain Kimmet. The others concern all officers, the second sen- 
tence, no officer in a grade—— 

Mr. Brooks. This bill simply means this: that the Navy is relaxing 
its requirements that an officer be fully qualified for all of his duties at 
sea? 

Captain Martin. I wouldn’t say relaxing, sir. We are being realis- 
tic in appreciating the fact that aviators, for instance, may not, when 
they are prepared for promotion, have had a chance to go to sea, and 
for the Secretary to know that they were doing their aviation duties 
properly. 

Mr. Brooxs. How would it be described if it isn’t relaxing? 

Captain Martin. I would describe it as prescribing criteria which 
the Secretary of the Navy determines meet the needs of the Navy 
for this type individual, sir, to perform his duties satisfactorily. 

Mr. Brooks. And the Secretary will have authority to prescribe 
whether that criteria must cover all of his sea duties, or whether it 
does not necessarily have to be covered? 

Captain Martin. That is correct, sir. 

Mr. Brooks. I can see, as the Navy grows in size and takes more 
interest in airpower, that you would have that problem. 

Captain Martin. Yes, sir. 

Mr. Brooks. Mr. Price? 

Mr. Prics. It would affect more than aviators, too. 

Captain Martin. Yes, sir. I used aviators as one area. We have 
a number of restricted officers in the restricted line. 

Mr. Price. Research, and so forth. 

Captain Martin. Aviation is the most clear one. 

Mr. Brooxs. It has only one purpose, to let the Secretary write 
the criteria, rather than have them inflexible as they are at the present 
time covering all sea duty. 

Captain Makin. Yes, sir. 

Mr. Wrinsteap. At the present time they are required to meet 
certain requirements that are not necessarily used in their particular 
field, such as aviators, research, and so forth? 

Captain Martin. Yes, sir. 

Mr. Brooks. It would seem to me as you develop your new weap- 
ons, and so forth, that there are some men who will not know about 
them at all. The Secretary provides that vou be protected all right. 

Mr. Secretary, you slipped in very quietly. The committee is not 
going to overlook you. Do you wish to say something on this bill? 

Secretary Prarr. My name is Albert Pratt, Assistant Secretary of 
the Navy (Personnel and Reserve Forces). 

Thank you, Mr. Chairman. I would like to say one word, par- 
ticularly addressed to Mr. Winstead’s remark about lowering qualifi- 
cations. We are very conscious of the necessity of a high caliber 
officer corps and we have reintroduced professional examination on 
our own volition to contribute to the high quality of professional 
competence of the officer corps. I would regard this permissive 
legislation as opening the door for more realistic and higher individual 
qualifications in the numerous specialized branches which the Navy 
has to go into today, rather than letting down the bars. 

This current requirement, which no longer meets the standard of 
our times, is, I think, merely an administrative monstrosity today, 
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rather than anything that really contributes to the professional caliber 
of our officers who are being promoted. 

Mr. Brooks. Thank you very much, Mr. Secretary. 

Any further questions of the committee? 

Mr. Devereux. Yes, sir. 

Mr. Secretary, in the case of these officers who are specialists, 
aviators, engineers, and so forth, if they are not qualified, fully quali- 
fied for duty at sea, would they possibly succeed to a command 
position at sea? 

Secretary Prarr. In the case of engineering duty officers, it is my 
recollection that they cannot legally succeed command at sea. 

Captain Kimmev. That is correct, sir. 

Secretary Pratt. In the case of aviators, they are so-called un- 
restricted line officers, and are eligible to succeed to command at sea. 

Mr. Deverevx. If they do not have to qualify for all of the duties 
at sea, don’t you think you miglit be in a rather peculiar position by 
allowing them to succeed to command at sea if they have not demon- 
strated their ability to command at sea? 

Secretary Prarr. I don’t think that necessarily follows. Actually, 
Mr. Devereux, we have been considering for some time a system of 
line-officer qualifications for that very purpose, within the unrestricted 
line. Itisa very difficult thing to work out, and we are not prepared 
to put it into effect yet. 

Mr. Brooks. Will the gentleman yield? 

Mr. Devereux. Yes, sir. 

Mr. Brooks. That problem came up in the preparation of the 
Code of Military Justice, whether or not, for instance, a lawyer should 
be required to know all of his sea duties before he could properly 
function in the Navy. I remember that matter was discussed at 
length. 

Mr. Devereux. We have unrestricted line and restricted line, 
haven’t we? As far as the restricted line is concerned, it is well 
established that they do not succeed to command at sea, but with 
the unrestricted line, which this permissive legislation deals with, 
wherein the individual officer might not be qualified for all the duties 
at sea, it appears to me that you would be getting yourselves into a 
difficult situation. 

Secretary Pratrr. I don’t think so, sir. You are thinking of the 
situation where a ship is badly hit by enemy damage, let’s say, and 
the captain is killed and the executive officer is killed, then it goes 
down. 

Mr. Devereux. Maybe the next senior would be a qualified 
aviator, unrestricted line, but what if he has not qualified for all of 
the duties at sea? 

Secretary Pratrr. He wouldn’t be holding that position as the 
head of a department unless he did have that qualification, except 
you might get a situation where an engineering duty officer was 
head of the Engineering Department. His designator would’ solve 
the problem there, but your gunnery officer, operations officer, navi- 
gator, etc., would be covered. 

Mr. Devernux. I appreciate that. You say the unrestricted 
line officer, and it applies particularly to the aviator, might succeéd 
to command, but with this legislation in effect, he might not neces- 
sarily be qualified for all the duties. 
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Secretary Pratr. Well, it is pretty hard in this Navy today to 
have every man qualified in all of the duties of his rank, Mr. Devereux. 

Mr. Devereux. I know. Suppose we then restrict those aviators 
who are not qualified. It seems to me if it is good for EDO’s it 
should certainly be good for the aviators, 

Secretary Prarr. I think you have to allow the services a little 
flexibility in that. One of the problems you get into when you set 
up a special classification of officers, special duty officers, as we have, 
or limited duty officers, and apply some sort of a rigid limitation to 
them, then requirements change, with the change in weapons and 
change in tactics. I kind of hate to be tied down to a whole bunch of 
separate little classifications. 

Mr. Devereux. You have the restricted line, you have the un- 
restricted line. These aviators coming through under a program like 
this would not be qualified for all of the duties at sea, but they could 
succeed to command. Why do you allow them? 

Secretary Pratrr. They wouldn’t be sent to sea unless they were 
seagoing officers as well. 

Mr. Devereux. Let’s have that. Then they would be qualified 
for all of the duties at sea. 

Secretary Prarr. A great majority of them probably will continue 
to be as they are now. 

Mr. Devereux. They may or may not. 

Secretary Pratr. That is correct. 

Mr. Devereux. Could we have some understanding that those 
officers who are not qualified for all of the duties at sea would not 
succeed to command? 

Secretary Pratr. I believe that is the policy now, General 
Devereux. For instance, let me give you another example. We are 
keeping a lot of officers on the nuclear power program for a much 
longer time than a normal tour of duty. It is a complicated, complex 
kind of business. If these fellows are going to come up for promotion, 
we don’t want to say to them “We can’t promote you because you 
haven’t your sea duty. You haven’t demonstrated by your sea duties 
that you can perform the duties of the next highest rank at sea.” 
That would be unfair to these people. 

We want the privilege to provide that where we have kept such an 
officer in such duties for a long period of time, as soon as he is dis- 
charged from that program, he might be sent to sea right away 
in order that he could demonstrate his broader qualification. That 
is covered under the present administrative practice. That was 
our solution of that particular kind of problem. 

Here is this fellow that we desperately need in this program, whom 
we are keeping in this program for the good of the Nation and the 
Navy, and if this requirement in the statute is literally left in there, 
we couldn’t promote him while he was there. 

Mr. Deverevx. I understand that. 

Secretary Pratrr. That is the kind of thing we want to get away 
from, if we can. 

Mr. Devereux. I agree with you, but we have some cases where 
people can succeed to command even though they are not qualified. 
Isn’t it conceivable under such an arrangement as this? 

Captain Kimmet. I think we cover that in the regulations. 
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Secretary Prarr. I think that is covered in the regulations. I don’t 
see the dimensions of the problem. 

Mr. Pricr. The problem would be the same after the bill is passed 
as it is now, as far as that phase goes. 

Mr. Devereux. No; because a naval aviator must be qualified 
for the duties at sea. Is that not right? He must. 

Mr. Price. Not necessarily. If he is, he is discriminated against 
in promotions. 

Secretary Prarr. To be promoted he must be qualified. 

Mr. Brooks. I can see this, Mr. Secretary: You have a scientist 
who is working on atomic energy, or something of that sort, or maybe 
other things just as technical. He is not going to be as well qualified 
to get a promotion particularly in sea-duty qualifications. 

Mr. Devereux. And he won’t command at sea. 

Mr. Price. You can send a naval aviator out right now in command 
of a ship if you want to. 

Mr. Bray. Mr. Chairman. 

Mr. Brooks. Mr. Bray. 

Mr. Bray. Mr. Secretary, I am not quite clear on the point that 
General Devereux has raised. You have a line and limited line; 
is that correct? 

Captain Martin. Restricted line and unrestricted line. 

Mr. Bray. That is what I mean, restricted line and unrestricted 
line. How do you take care of the restricted line? They get the 
promotion just the same, don’t they, today? 

Secretary Pratr. Thatiscorrect. They do not fall within this. 

Mr. Bray. Not that I am questioning the importance of the bill, 
but what would be the reason you couldn’t continue a person, if he 
was not in line with sea duty? Why couldn’t he be in the restricted 
line? 

Secretary Pratt. That isn’t the problem that we are trying to 
attack here, Mr. Bray. Let’s take these people in the nuclear power 
field. I think that is a perfect example. We have in the Navy for 
a good many years, and I think with some demonstration of its value, 
had a policy of rotating people from sea billets to technical shore billets 
and back to sea billets. That has a twofold purpose. It not only 
brings the attitude of the operating forces into the supporting estab- 
lishment, the technical establishment, but it also brings the latest 
thinking and advances that are being made ashore out in the fleet on 
a continual basis. 

There are certainly highly technical fields and programs today, of 
which nuclear power is one, where it is necessary to keep some of 
these unrestricted line officers in technical jobs for a considerable 
period of time, instead of the normal 2- or 3-year tour, perhaps 6 years, 
7 years, or 8 years. 

Mr. Bray. I agree with that. In fact, it is very plain that a man 
who is really great in that line should perhaps spend the rest of his 
life in it. We should serve wherever best equipped. Why couldn’t 
he be put in the restricted line? That is going to be his future. 

Secretary Pratrr. Because we want him eventually to come out of 
that and go back to sea. 

Mr. Bray. The very purpose of this bill, then, is you are going to 
see that he is equipped for sea duty before you send him back there? 
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Secretary Prarr. Not at all, sir. During this long period of duty, 
where he is being retained, probably somewhat against his own in- 
clinations, if he is a line officer, to stay in this technical specialty, he 
comes up for promotion. Now if there is an absolute ironclad require- 
ment that he must be qualified for all the duties at sea after he hasn’t 
been at sea for 4 years, let’s say, or 5 years, you have probably got to 
do one thing: You have either got to wink at his qualifications or hold 
up his promotion at that particular time. That doesn’t mean to say 
that when he does get through and goes back to sea later on, that he 
will not be qualified at that time. If he goes back into destroyers, 
let’s say, the chances are he will go to a refresher school, or go to a 
ship that is going into commission and get moving along with the ship 
before he actually goes out to the situation that he has to take com- 
mand of. 

Mr. Bray. Let’s say midway between the time he would go from 
commander to captain, he is caught in a period of time where he is 
doing research work. You don’t want to take him off for qualifying 
for sea duty. He wants to continue that work and still doesn’t want 
to pass up his promotion. You still want him to remain in the line, 
not the restricted line? 

Mr. Winstrap. Aviators would get some promotion while they 
were training as aviators who might comply with the rules. 

Secretary Pratt. That is right. Again, the aviation business gets 
very highly complicated. 

Mr. WinstEApD. You would take him out of his air training, send 
him to sea, in order to qualify him for his promotion. He can obtain 
his promotion, and when he has completed all that, you send him 
back? 

Secretary Pratt. I really don’t think that you have a problem. 
The Navy regulations specify the way you succeed to command, and 
we are not going to assign people to jobs where they may succeed to 
command without their being qualified for it. You get a young 
ensign out of the Naval Academy and send him tosea. Theoretically, 
if everybody else on the ship is killed, he succeeds to command. We 
still have got to do that, I think. 

Mr. Brooks. Are there any further questions, gentlemen? 

Mr. Price. 

Mr. Price. I just want to say—I want to congratulate you for 
sending this legislation up here. I have been interested in this prob- 
lem for a long time because I think in the past there has been grave 
injustice against many officers in this matter of promotion where 
they were held back from promotion because of their duties in the 
Department, which they didn’t select, but they were assigned to it, 
and the particular types of duties they had kept them in these posi- 
tions for years, and eliminated them from possible promotions. 

I am glad to see you bring this legislation up here. 

Secretary Pratt. I think it is very constructive, sir. 

Mr. Devereux. Can the restricted line officers succeed to com- 
mand on shore? 

Secretary Pratt. In stations. 

Mr. Deverevx. In particular stations? 

Secretary Pratr. Yes, sir. 

Mr. Brooks. If there are no further questions, thank you very 
much, gentlemen, for this help to us. 
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Mr. Ducanpmr. Mr. Chairman, Secretary Burgess is here. 

Mr. Brooks. Secretary Burgess, come forward, if you will. 

We will take up H. R. 8107 at this point, since the Secretary is 
with us. 

(The bill referred to is as follows:) 


(H. R. 8107, 84th Cong., 2d sess.] 
A BILL To amend the Armed Forces Reserve Act of 1952, as amended 
Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 262 of the Armed Forces Reserve 


Act of 1952 (Public Law 476, Eighty-second Congress) is hereby amended by 
deleting subsection (d) thereof. 


STATEMENT OF HON. CARTER BURGESS, ASSISTANT SECRETARY 
OF DEFENSE 


Secretary Burcess. Good morning, Mr. Chairman. 

Mr. Brooks. We are glad to have you here this morning. I 
understand they run you around from one committee to another. 

Secretary Buracgss. It is my pleasure, sir. 

Mr. Brooks. Mr. Secretary, I introduced H. R. 8107 January 5 
having one idea in view, to equalize the pay of 6-month trainees, 
under the new Reserve Act, to one definite pay. I did it to get some- 
thing before the Congress. I understood that the Department was 
working on a measure at the time I introduced this, so we would like 
you if you will to give us your Department’s idea on H. R. 8107. 

Secretary Burcesss. I have a very brief statement, Mr. Chairman. 
If I might read it. 

Mr. Brooks. You may proceed. 

Secretary Burcsss. Mr. Chairman and members of the subcom- 
mittee, I appreciate very much the opportunity to appear before your 
committee today in support of H. R. 8107. This bill, introduced 
by Chairman Brooks, is designed to equalize the pay received by 
members of the Reserve performing initial active duty for training, 
with that received by members of the National Guard while under- 
going the same training. 

The Reserve Forces Act of 1955 provides that young men who 
enlist prior to age 18% in the Reserve for an 8-year period of service, 
receive $50 a month while undergoing the active duty for training 
prescribed by law for such an enlistment. No similar restrictive 
provision applies to the active duty for training with which the same 
act permits young men from the National Guard to reduce their 
period of service to 8 years; they receive the pay of their grade. 

The President upon signing the act on August 9, 1955, expressed 
concern at this pay differential. He said: 

The securing of sufficient numbers in the Reserve on a voluntary basis will 
undoubtedly be hampered by the unwarranted disparity under the bill between the 
$78 per month offered to members of the National Guard who volunteer to undergo 
initial active duty for training, and the $50 per month provided for members of 
the Reserve who undergo identical, initial training. 

You will recall that the National Reserve plan, originally sub- 
mitted to this committee as H. R. 2967, contained provision for $30 
per month pay, during the 6 months of active duty for training, and 
a total 10-year obligation for young men below age 18% years 
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enlisting directly into the Reserve Forces, in either the Reserve or 
the National Guard. 

The basis in part for these special features was the concern that 
too attractive a program would reduce the capability of the Active 
Forces to recruit long-term volunteers. 

The National Reserve plan when reported to the House by this 
committee as H. R. 5297 continued to provide for a uniform training 
system, including uniform rates of pay for members of both the Reserve 
and the National Guard undergoing 6 months of initial active duty 
for training. None other than a uniform system of training and pay 
was ever contemplated. 

It is true that this committee in its wisdom had increased the rate 
of pay from $30 to $50 a month for such individuals and had reduced 
their total period of service from 10 to 8 years, but the features were 
uniformly applicable to all Reserve components. 

After failure of H. R. 5297 to come to a vote in the House, vou recall 
that a new bill, H. R. 7000, which contained no reference to the 
National Guard, was reported by this committee and passed by the 
House. 

It was the hope of the Department of Defense, however, that 
the Senate would restore to H. R. 7000 certain provisions concerning 
the National Guard that had been in H. R. 5297. 

In my appearance before the Senate Armed Services Committee 
to testify on H. R. 7000, I made the following statement: 

The Department of Defense recommends a reasonable approach to the problem 
of providing a uniform system for training young men who voluntarily enter 
directly into either the National Guard or the Reserve. It is the firm position of 
the Department that all Reserve components should be placed on the same basis 
with respect to minimum standards of initial training for young men who will 
enter directly into Reserve status under terms of draft deferment. 

The Department of Defense was not afforded the opportunity to 
testify on the final Senate version of H. R. 7000 which installed the 
pay disparity. We most emphatically would have recommended 
incorporation of uniform pay features; that was our position before and 
during Senate hearings and is our position now. We welcome the 
opportunity to testify publicly on this very important matter. 

During the hearings by this committee on H. R. 2967 and its succes- 
sor bills, proposals were made from time to time to increase the pay 
of young men undergoing the 6 months of active duty for training to 
$48 per month. The Department of Defense consistently opposed 
such proposals, because, as I have already pointed out, we were con- 
cerned at the possible effect of too attractive a program. 

Our experience thus far, however, has shown conclusively that the 
more liberal provisions of $50 per month and an 8-year period of serv- 
ice, added to the legislation by this committee, have not tended to 
produce an excessively popular enlistment program. In the light of 
this experience, and keeping fully in mind the pay discrepancy en- 
acted into law, we feel that equating the rates of pay for young men 
undergoing initial training by raising the pay of those from the 
Reserve, as is proposed in H. R. 8107, is the more practical approach 
to the problem. 

With respect to the bill itself, there are certain matters we wish 
to raise for your consideration. 

The bill as drawn, by deleting all of paragraph (3) of subsection 
262 (d) of the Armed Forces Reserve Act of 1952, as amended, would 
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withdraw from members of the Reserve during their 6-month training, 
entitlement to benefits for disability or death in line of duty resulting 
from disease. We feel that tnis is a very desirable feature and believe 
that this committee will wish to consider retaining it. 

We feel that this committee would also wish to consider providing 
similar safeguards for members of the National Guard while under- 
going 6 months of initial active duty for training. 

Finally, it is the interpretation of our counsel that the increase in 
pay for members of the Reserve under the proposed legislation would 
begin on the date such legislation became law. It appears desirable, 
particularly in view of the fact that the first group to enter the 6- 
month program is only in its fourth month of training, that the increase 
in pay be made retroactive so as to bring about a complete correction 
of the inequity. We so recommend. 

Based upon our currently anticipated training load, which takes 
into account the appropriate number of National Guard men, whose 
pay is not affected, the cost of the pay increase for this fiscal year would 
be approximately $1,300,000 and for fiscal year 1957 approximately 
$16 million. 

The estimated cost in fiscal year 1956 can probably be absorbed 
within the funds that have been appropriated for this year. 

Funds to cover the estimated costs for fiscal year 1957 have not been 

requested in the fiscal year 1957 budget. However, they are included 
in the Department’s estimated costs of proposed legislation. 

Enactment of H. R. 8107, incorporating provisions to cover the 
points we have raised, will help us a great deal in furthering the 
cause of a ready reserve. 

Thank you. 

Mr. Brooks. Did you indicate just abovt how much you think 
these changes you recommend would cost? 

Secretary Burcess. They are included in the figures that I have 
given you, Mr. Chairman, the outside cost, is that right, Colonel 
Norell? 

Colonel Nore.u. That is only the pay increase. These costs are 
only the pay increase. 

Mr. Van Zanpt. That was one million one? 

Colonel Norex.u. One point three million. 

Mr. Brooks. No attempt to include what, Colonel? 

Colonel Nore. There was no attempt to estimate the costs of 
these benefits we have talked about here because one is already in 
the law. We are merely suggesting its retention. 

Mr. Brooks. It is really just a modification? 

Secretary Burcsss. It is to cover the exceptional cases. This 
business of death by disease as you know is a rare situation so it 
would be a little hard to compute. I would be willing to ride pretty 
generally with the costs we have outlined to you, sir. 

’ Mr. Brooks. Would you say it would be a nominal additional cost? 

Secretary Burcsss. I would say it would be nominal. 

Colonel Nore.tu. The retroactive feature is calculated. Mr. 
Burgess is correct. 

Mr. Brooks. I think the retroactive feature is very fair. 

Secretary Burcuss. We feel it is essentially fair. 

Mr. Brooks. I will say this, Mr. Secretary. When this matter 
was discussed, what happened was this: we found—and I am not 
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trying to defend the inequity—but we found a National Guard man 
for instance may have been for a year in the guard and drawing a 
certain rate of pay, we will say at the regular rate. Then if that 
man was to be induced to go into active training, that would mean 
that he would take a pay reduction, which was not very acceptable 
to a guardsman who was going to go on active duty for training. 
He would be taking a pay cut. That was one of the problems that 
presented itself to the conferees. By bringing them all up to the 
K-1 rating of pay, will correct all of those injustices. 

Secretary Burcrss. Mr. Chairman, if I may, I would like to com- 
ment on that. 

As you know, in the last testimony that I gave in the Senate, my 
request was for a uniform system on the same basis for both the 
Reserves and the National Guard, and I believe it was during the 
conference, or maybe in the last version of the Senate bill that we did 
not get to testify on, that you permitted a guardsman, anytime from 
the point that he came into the guard on up to age 26 to take this 
6 months program, whereas you restricted, and at our request, re- 
stricted in the Federal Reserve that only the man between 17 and 18% in 
the Army Federal Reserve could come on for this 6-months. Our idea 
was to try to get the man, both guard and Reserve, at the right time 
in his life and give him this initial basic training so then he could pick 
up the higher skills either in the guard or the Reserve. But there is 
one point I think we have got to continue to remember: that the 
man, even if he would come in the guard at age 22, we did not want 
to take the $78 away from him as long as he was going to be obligated 
up to age 28. We never did make a move to try to adjust or reduce 
but the man who came in for initial active duty training was reducing 
his obligation by as much as 2% years. We thought there ought to 
be some premium for that both in the guard and the Reserve and in 
any event, that it should all be on the same basis. 

Mr. Brooks. You do not believe we are making the program too 
attractive now? 

Secretary Burcsss. I do not think we are going to have a gold rush 
even as a result of this. 

Mr. Van Zanprt. If the gentleman will vield, does this discrepancy 
in pay become a basic problem of your inability to get these boys to 
take this program? 

Secretary Burcsss. It is having an effect. It is also an issue in 
the camps, where you have a guardist and reservist sleeping in the 
same barracks, drilling on the same field, one getting $78, the other 
$50; it is not a good atmosphere. 

Mr. Van Zanpt. Guardhouse lawyers take over. 

Secretary Burcsss. A lot of unnecessary argument takes place. 

Mr. Bray. Does the Department, today, have an amendment to 
this bill or a bill to take care of the suggestions which you made? 

Secretary Burcsss. Our counsel is available to your counsel, sir. 
They are quite ready to get together on it. 

Mr. Brooks. We will ask counsel to get together with defense 
counsel and come up with an acceptable bill. 

Mr. Winsteap. Mr. Chairman. 

Mr. Secretary, when you recommended the $30 per month pay, 
you at least anticipated that there might be some training units for 
these trainees and they might not be mixed. 
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Secretary Burcsss. We were thinking about induction. 

Mr. Brooxs. Mr. Winstead. 

Mr. Winstgeap. You don’t have the machinery that you set up on 
that $30 provision. 

Secretary Burcsss. That is right. 

Mr. WinsteEaAp. Personally, I never did support the $30 provision. 
You are now training these trainees with your Regular servicemen. 

Secretary Burcsss. They are in the same camps and in the same 
proximity, no separate camps. Everybody is getting the same basic 
training. 

Mr. Winsteap. I do not see where anybody could object to that. 

Mr. Van Zanpr. I might say that had this bill been handled prop- 
erly during the closing days of Congress, this wouldn’t have happened. 

Secretary Burcess. We opposed the disparity in the way it came 
about, Mr. Van Zandt. 

Mr. Brooks. You were here, Mr. Secretary, 2 or 3 weeks ago and 
gave us a rundown on the operation of the Reserve program. Since 
you are here again, would you care to add any word or thought that 
you have not already given us in reference to the operation of this 
Reserve program? 

Secretary Burcress. Mr. Chairman, you and J are kindred spirits. 
We will talk about the Reserves at the drop of a hat. Some positive 
signs are continuing to show. General Kinder who is head of the 
Reserve program for General Taylor and Secretary Brecker is here. 
I believe he told me no later than the end of this week that our curve 
is mounting and it is on a constant rise. That is very heartening to 
us. If it was a dip-and-valley situation I would be very much con- 
cerned. I spoke this week to a thousand or more women on the 
Women’s Forum on National Security. 

When the program was over, those ladies held me for about an 
hour and a half questioning. Every one of them that got up to speak 
wanted to know how they could help to get more people on the pro- 
gram. We delivered a lot of literature to them. General Murphy 
from our office returned from a visit out on the west coast to Camp 
Pendleton, Camp Ord, and also the communities of Los Angeles and 
San Francisco and the report that he gave me this morning is just 
completely heartening. He showed me the letters from the head of 
the Seattle Chamber of Commerce, from some of the school districts 
in California and Oregon, and from some of the other chambers of 
commerce located in that general area where they had been invited 
to come into our camps by the commanders, to see the training that 
was going on, to talk to the boys, and he brought me back photostatie 
copies this morning of the letters that had come back from these com- 
munity leaders, saying what they were going to do to get more men 
to avail themselves of this very first class training that they had 
observed in the camps. I just cannot help but feel that as we con- 
tinue moving people into these situations, and awakening them to 
these opportunities that this program will grow. I think this pay 
matter you are thinking about this morning is going to have nothing 
but a positive effect on what we can do. Although I cannot come and 
lay any gigantic figures before you this morning, the trend is up, and 
General Sarnoff, who is the new head of the National Security Train- 
ing Commission had a group that worked with us all last week on a 
more professional public relations approach on this situation. He is 
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encouraged, a man who has been selling all of his life. He thinks that 
we can certainly meet this goal of 100,000. 

Mr. Brooks. Fine. We are glad to have that optimistic statement, 
Mr. Secretary. 

Any further questions? 

Mr. Van Zanprt. Is it not true, Mr. Secretary, that since the 
hearings held some weeks ago that the editorial comment, which 
was critical of the program, has somewhat expended itself? 

Secretary Buresss. Yes, sir; it is on the positive side. People 
like Mr. Walter Andenberg from Philadelphia and Mr. Richard 
Amberg from St. Louis, 2 outstanding publishers in this country 
have come in, and the St. Louis Globe Democrat has put out a 10-page 
multicolored section in the January 15 issue of their magazine, building 
up the 102 Ozark Division, building up the 6-months part of that. I 
understand Mr. Andenberg is going to do something in his area. We 
think there is a lot of good going on, and we will try to make it. 

Mr. Van Zanpt. On the 6-months training you are giving the boys, 
are you getting any kickback from the boy who enlists in the Regular 
Army for 4 years? 

Secretary Burecess. I haven’t heard anything on that. On the 
other hand, boys who have come in for 6 months have expressed an 
interest and are coming in for 3 or 4 years. 

We have had a plus in that area. That will help the ready strength 
of the country. 

Mr. Brooks. We are happy to have such a fine statement from 
you. If counsel will cooperate with us 

Secretary Burcess. He is available to you at any time. 

Mr. Brooxs. Then we may present this bill to the full committee. 

(The following letter was made a part of the record:) 

AssIsTANT SECRETARY OF DEFENSE, 
MANPOWER, PERSONNEL, AND RESERVE, 
Washington 25, D. C., January 25, 1956. 





Hon. OvERTON Brooks, 
Chairman, House Armed Services Subcommittee No. 1, 
House of Representatives. 


Dear Mr. CuarrMan: This will confirm information previously conveyed to 
you informally, relative to an incorrect cost figure included in my statement of 
January 23, 1956, in support of H. R. 8107. 

The estimate for fiscal year 1956 of the cost of increasing from $50 to $78 per 
month the pay of reservists undergoing 6 months of active duty for training, 
was given in my statement as $1,300,000. This figure should have been $2,900,000. 

As was stated at the hearings with respect to tbe first estimate, this includes the 
cost of the retroactive feature. We believe it can be absorbed within funds that 
have been appropriated for this fiscal year. The suggested benefits provisions 
would continue existing programs and therefore involve no additional costs. 

It is respectfully requested that the record show the correct estimate for fiscal 
vear 1956 of $2,900,000. 

I am most appreciative of the cordial atmosphere in which you received our 
testimony on H. R. 8107. 

Sincerely yours, 
Carter L. BurcEss. 

Mr. Brooxs. We have Secretary Milton with us this morning, 
another great American. You are Assistant Secretary of the Army. 
Would you like to say a word since you are here? 
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STATEMENT OF HUGH M. MILTON, ASSISTANT SECRETARY OF 
THE ARMY 


Secretary Mitron. Mr. Chairman, members of the committee, it is 
always a privilege to come before you and give you some brief report 
on what is happening. I can only endorse everything that Mr. Bur- 
gess_ said. 

The disparity in pay is one that I think we all feel shouid be 
eliminated. 

We are training these people on exactly the same basis. They are 
sleeping side by side, doing exactly the same work and to have one 
draw 50 and the other 78 really makes for a morale problem. 

Likewise, we think it is a factor in the recruiting so we believe that 
if we straighten this out that it is going to help us materially in all 
aspects of the program. 

Mr. Burgess has spoken briefly about the training of these young 
men. We have now been to every one of ourcamps. By that I mean 
at Secretary levei, Chief of Staff level, and we are very satisfied with 
the training that is going on. The morale is high and I know the 
committee will be gratified to know something about the intellectual 
caliber of these youngsters. 

They are really higher than what you would expect to find in a cross 
section of the population. I mean by that, their intellectual attain- 
ments are higher than you would normally expect, which is very 
gratifying to me. 

We have what we call in the Army a transition program. If we 
have a lad or man who comes in who does not have the equivalent 
of a fourth-grade education, we pull him out and give him the funda- 
mentals of education, get him to the position where he will know 
what we are talking about. Out of our entire 3,150, approximately, 
that we have in camp, we only have 81 of those men, and I think 
that speaks very highly of the kind of man we are getting in. 

- The enthusiasm of which Mr. Burgess spoke I can only repeat is 
certainly our feeling. There is a tone of optimism. We can see that 
the curve is going up. 

Last week I think we had the best net week we have ever had. If 
I recall the figure, it was 697, which we took into the 6 months’ pro- 
gram, which is the highest net. 

Mr. Brooks. That is, 700 new men came in last week for the 
6 months’ program. 

Secretary Mriton. Yes. That is very, very gratifying. 

Mr. Brooks. It is good. 

Secretary Mitron. We are continuing to put everything we have 
behind this program. You mentioned the matter of press reaction. 
At one time we were vitally concerned. The editorials were running 
just about even, half in favor and half against the program. Now 
the ratio is about 5 in favor to 1 opposed, so it does show that the 
word is getting down. 

I have personally written to the mayor of every city in the United 
States to ask their cooperation and their response has been most 
gratifying. 

Never once has a man said to me that he was not going to support 
the program. ‘The chambers of commerce, as 1 have mentioned to 
you before, have all been interested, and are solidly behind the 
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program. Mr. Sarnoff is giving us a tremendous push with his 
advice and the initiation of a nationwide program which we hope will 
just carry this thing to the point where we really are going to get 
these hundred thousand that we anticipate. 

Mr. Brooxs. Thank you very much. 

Secretary Miiron. I would be glad to answer any questions, sir. 

Mr. Brooks. Mr. Winstead wishes to ask a question. 

Mr. Wrnstrap. Of this 700, Mr. Secretary, do you have any esti- 
mate of the percentage of those who have finished high school, say, 
in midseason? 

Secretary Mriron. You are asking about last week’s breakdown? 

Mr. WrnsteEap. Yes. 

Secretary Miiron. I do not have those. 

Mr. Wrnsteap. Of the recruits you are now getting, I wonder 
whether a percentage of those come from midterm? 

Secretary Mitton. I do not have that data. I will be glad to 
provide it. 

Mr. Brooks. Wasn’t last week a little early to include the midterm 
eraduate? 

Secretary Mitton. Yes, sir. 1 think it will be 2 or 3 weeks before 
we meet any impact. 

Mr. Brooks. The prospects should be very good for the midterm 
graduate in the next 2 or 3 weeks. 

Secretary Mivron. We have told our Army commanders that we 
think this program is a natural for these lads who are getting out at 
midterm for certainly if they want to go on to college they can get 
their 6-months in and then start college next September and then be 
back on a regular schedule. 

They are really pushing it. 

General Kinder who formerly commanded the Fifth Army was the 
individual who initiated that program. He went out to his district 
and told them to get by name the men who were graduating midterm, 

Mr. Brooks. We are very glad to have General Kinder here this 
morning too so the subcommittee can look him over and see the man 
who is executing so much of the Reserve program under the new 
Reserve law. 

General Kinprr. Mr. Chairman, I have the reports up to date. 
This is for the week ending last Friday. We had 789, which is about 
100 increase over the prior week. 

Mr. Brooks. What is that, 789 for the Army or the National 
Guard? 

General Kinprr. This is just for the Reserve. 

Mr. Brooks. That is for all? 

General Krnpsr. That is three programs under the Reserve. 

Mr. Brooks. You have got 789. It doesn’t include the Navy or 
Air Force? 

General Kinprr. This is just the Army. 

Mr. Brooks. That is about a hundred more than you had the pre- 
vious week. 

General Kinprer. Yes. The overall total for the Army is 10,372 for 
the entire 3 programs. The 8-year 6-month active-duty phase, which 
we are plugging the most, we have 8,101. The majority of those are 
now in camp. On the 8-year deferred, we have 5,027. The majority 
of those will come in next June. That includes some of the midterm 
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graduates who have already signified their intention to come in either 
next June or July so they can complete their 6-months prior to entering 
the fall semester of college. 

Every indication is that the program is sort of catching fire. It 
sort of reminds me of when you are starting a fire with a little wet 
brush, et cetera, and everybody stands around and either blows or 
offers suggestions, and finally you get a little spark and you get a little 
fire. I think that is the case of this program. 

Mr. Brooks. Those are certainly heartening words. We are mighty 
glad to have them. 

General Kinper. I was in Camp McCoy last summer when the 
program was first initiated. 

Secretary Milton came down and talked to the Reserve divisions 
while they were in camp. 

Actually, we started the movement there. I was in on the grass- 
roots of it in the Fifth Army, and I have been in the Pentagon over 
2 months, and I think it will work. 

Mr. Winsteap. I think it is well to have those local unit com- 
manders to go out with the boys. Are your unit commanders 
participating in the program all over the country? 

General Kinper. The guard has been in the business much longer. 
They are past masters of recruiting. 

Mr. WinstEApD. The reason they have recruited so well was not 
necessarily the top personnel as the activity of the local unit com- 
manders, going out there with the neighbors and their friends and 
selling the kids and selling the parents. I wonder how active your 
unit commanders are. 

General Kinprer. They are adopting the same techniques, I assure 
you. This is a selling program, and the unit commanders, all echelon 
unit Reserve commanders, are out on door-to-door canvass on this. 
This is a face-to-face proposition after all. We have put out con- 
siderable advertising, as you know. We contacted Rotary and cham- 
bers of commerce, et cetera. In the final analysis it is up to the unit 
commander. 

Secretary Miuton. I wonder if I might respond to that query with 
one specific illustration. The division in St. Louis has a weekly report 
from every one of its regimental commanders on the number of new 
men they have gotten in. If perchance they have three zeros in 
succession, that regimental commander reports to the division com- 
mander as to why it is zero. You can see that in the major echelons 
in the field the generals are really on this thing and they are holding 
their commanders responsible. , 

Mr. Devereux. Mr. Chairman. 

Mr. Brooks. General Devereux. 

Mr. Devereux. Speaking of general officers in the Reserves, has 
anything been done toward assuring their stability and their promo- 
tions, because I feel definitely if those people are not given considera- 
tion insofar as promotions are concerned, and some stability for 
their jobs, in the Reserves, that that feeling will seep down through 
the entire Reserve program. I speak, for instance, of the case of a 
colonel who commanded a Reserve battalion out in the Northwest. 
I think he commanded—not battalion, he commanded a division for 
some 6 years and could not get promoted and, finally, after the 
urging of someone who is particularly interested in him, he did get 
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promoted. Have you addressed yourself to that situation in any way? 

Secretary Mitton. Yes, sir. I think that problem is pretty well 
solved at the present time. If there is any feeling of instability I am 
not aware of it at the present moment. Some 2 years ago we had 
that problem, and we did crack it, and now twice a year we may have 
a Reserve general officers board on which board primarily there are 
reservists and they study every position vacancy that calls for a 
general officer. 

We like to have those men serve in that position for 1 year to 
demonstrate their capacity for handling the job. Then their name 
is presented to the board, and I do not know of a single case, sir, 
that—I do not recall any now—where that has not been done. 

Mr. Devereux. There has also been the criticism that many of 
the Reserve units have been deactivated. 

Naturally, that would militate against the entire overall program. 

Secretary Mruron. I am fully aware of that criticism, General 
Devereux, but actually it was not a deactivation program, it was an 
activation program. We have activated 417 more units in 1955 
than we deactivated. When we got our mobilization structure all 
worked together, all the jigsaw parts put together, we had certain 
units wherein there were certain junior officers serving where we did 
not have a need for that unit, so we took those men out of those units 
that we did not need them for, and we put them over in units where 
we did have a need, and I can give you—I know there has been a lot 
of agitation on this point—there were in 22 units, where we made the 
shift, 57 officers, whom we did not have a pay slot for, but we took 
care of them in USAR schools, and in training programs, and actually, 
I think I can give you these figures: 

There were 463 officers that were transferred from the type of unit 
where we did not have the need to a type of unit that we did have the 
need. The 57 that I had reference to must be subtracted from the 
463, whatever that is—409 of them were moved to units that we did 
need. 

The remaining 57 we did not have a pay slot for them, but they are 
in USAR schools, or in training missions. We had 369 enlisted men, 
and all but one of those was assigned to a unit, which we had need 
for him in. It is an activation program, and right now we have to 
activate some 2,436 units, as I recall the figures. Let’s say 2,400, in 
round figures, to bring our mobilization structure into proper force. 

Mr. Devereux. I am pleased to learn you are concerned with it 
and are keeping your finger on it. 

Secretary Mitton. When the criticism broke, sir, I directed that 
no unit would be deactivated until it was brought to the Department 
of Army level and we saw that every man, enlisted and commissioned, 
had a slot for him. 

Mr. Brooks. Mr. Winstead? 

Mr. WinsteEap. Mr. Secretary, you have optimistic views on the 
recruitment program. I wonder if it is as optimistic concerning our 
speed with the facilities program to take care of the situation. Are 
we making equal progress along that line? 

Secretary Miiron. I think we are, sir. 

Mr. Winsteap. There has been a lot of discussion as to which 
would come first. Personally, as much money as we spend around 
the world, and everything else, I think we should proceed with the 
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Army facilities and take the chance on filling the recruitments. I 
hope you will push that. 

Mr. Brooks. Mr. Bray? 

Mr. Bray. I attended a Fifth Army CPX at Fort Sheridan over 
the weekend, and several problems came up, some of which I am 
going to give to you in writing later. One matter concerned a regi- 
ment. <A very capable man with a very fine record brought up this 
matter which I believe should be brought out here, since this deactiva- 
tion mattercame up. He brought out a few matters, and I asked him 
to give them to me in writing. One I remember specifically. You 
recall about a year ago they started cutting down the size of certain 
units. For instance, you cut a rifle company down from 36 to 26. 
I took the matter up with the Department—lI don’t think with you 
personally—and they told me ‘“‘Don’t worry, he can go ahead and get 
his 36 men in the company.” 

I think the number is right. I might be wrongin that. I remember 
the instance. He said it had not worked out that way and he was 
limited to the amount of men he could have in his company for train- 
ing, which is a little unusual and not quite in accord with the general 
philosophy we are following. 

No. 2: He spends about four nights a week going around to his units 
and they are scattered out all over the State, or practically all the 
State. A few months ago an order came out that he couldn’t even get 
mileage to visit these units. He is not getting any pay for all the extra 
time he spends. Originally he couldn’t get the money. I don’t know 
all the details. 

I asked him to send them to me. Those two matters are not in 
conformity with building up the Reserves. I want to go into this 
with you, or someone in your department. I will have it within a 
week. Since this matter came up, I wanted to call your attention to 
it. That does not follow the statement we have heard about the 
attempt to build up the Reserves. 

Secretary Mitton. Mr. Bray, I couldn’t agree more with you. It 
certainly is not in line with the policy of the Department of the Army. 
We are allowing 10 percent overage, over their authorization, so they 
can go 10 percent. Somewhere along the line the thing 

Mr. Bray. Something has slipped. Maybe it is out there. There 
is no question about this. That was mentioned several different 
times informally. I brought the subject up to him because I did know 
something of his background, and a year ago we discussed the same 
problems. I looked him up to see how things were progressing. He 
very unbappy about several things, and those two I mentioned were 
was on his list. 

Secretary Mitton. I would like for you to know that there is 
nothing I appreciate more than knowing these things, because then 
I can get after them. 

Mr. Bray. I will get the information to you. 

Mr. Brooks. Thank you very much, General, and Mr. Secretary. 

Now we have a representative of the ROA. He has been anxious 
to say a word or two to this subcommittee. He is sitting here now. 
He is a very able representative of that organization. Would you 
like to say hello to the committee and go ahead with the bills we still 
have before us? 














5468 


Colonel Boyer. Mr. Chairman, my name is Col. C. M. Boyer, 
executive director of the Reserve Officers Association. I have a 
prepared statement, but we did want to give our endorsement to 
H. R. 3107. We think it is urgently needed. In fact, our original 
position on the original bill was to pay everybody the same, instead 
of making a distinction between an individual. 

We felt it cheapened the Reserves. At that time it looked like we 
would have them all in the same camp. Now we don’t. We have the 
selective service in for 2 years, taking same training as Reserves and 
having the guard on training drawing $78 a month, where these boys 
draw $50. 

We would urgently recommend that you consider this bill favorably. 

Mr. Brooks. Fine. You heard suggestions made by the Secretary 
as to amendments? 

Colonel Boyer. Yes, sir; I am in full accord; yes, sir. 

Mr. Brooks. We are happy to have you here, Colonel Boyer. 

Colonel Boyer. I would like to say one thing on this program, 
very briefly. I have been optimistic all the way through that we are 
going to put this over. I wasn’t optimistic we would get it started 
very rapidly. In fact, I think you will recall in one of my state- 
ments before the committee, I stated that this is going to be the 
biggest job of mass selling that has ever been attempted in the United 
States, to put this Reserve program over. 

I do think it is getting momentum and I believe eventually that we 
will have a volunteer Reserve built to the size we are looking for. 

Each month we are getting it out. 

The big trouble—and I will leave this thought with you—the big 
trouble that has made it hard to sell is this: The average youngster 
and average father and mother don’t understand why it is necessary 
to keep this large active-duty force and don’t understand why it is 
necessary to build a strong Reserve. That is the educational pro- 
gram. 

As Mr. Milton and Mr. Burgess both said, our newspapers are now 
getting more back of it. I think we are on the road where we will put 
this program over. 

Mr. Brooks. We will take up next H. R. 8107, since the committee 
has already heard testimony on that and it became a question of 
amendments. 

Mr. Ducanper. Mr. Bartimo from the Department of Defense 
will explain the amendment. 

Mr. Brooks. You are in the Department of Defense, sir? 

Mr. Bartimo. Yes, sir. 

I am in the Office of the Secretary of Defense, the Office of Genera! 
Counsel. 

As you have stated, Mr. Chairman, in your last meeting, you wished 
to revise the bill in order that certain of the benefits which were 
omitted would be retained. 

Mr. Brooks. What suggestions have you now? 

Mr. Bartimo. We have drafted, with your counsel, a revised draft 
of the bill, which would retain those benefits that you desired to be 
retained. 

Mr. Brooks. Will you read the revised draft? 

Mr. Bartimo. Yes, sir. 

Start reading after the enacting clause: 
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That subsection (d) of section 262 of the Armed Forces Reserve Act of 1952, 
as amended, is amended to read as follows: 

“(d) notwithstanding any other provision of law, any person performing 
the period of active duty for training required by clause (1) of subsection (c) 
of this section shall be deemed to be a member of a reserve component 
called or ordered into active military or naval service by the Federal Gov- 
ernment for extended military or naval service in excess of thirty days, for 
the purpose of determining eligibility for any benefit made available to 
members of reserve components by the Act entitled ‘An Act to provide 
benefits for members of the reserve components of the Armed Forces who 
suffer disability or death from injuries incurred while engaged in active-duty 
training for periods of less than thirty days or while engaged in inactive-duty 
training’, approved June 20, 1949 (63 Stat. 202)’’. 

Sec. 2. Paragraph (2) of subsection 6 (c) of the Universal Military Training 
and Service Act, as amended, is amended by adding at the end of clause (A) 
the following new sentence: ‘‘ Notwithstanding any other provision of law, any 
person performing the period of active duty for training required by this clause, 
when ordered thereto under provisions of subsection 233 (d) of the Armed Forces 
Reserve Act of 1952, as amended, in his status as a member of the National 
Guard of the United States or Air National Guard of the United States shall be 
deemed to be a member of the Army of the United States or the Air Force of the 
United States, respectively, called or ordered into active military service by the 
Federal Government for extended military service in excess of thirty days, for 
the purpose of determining eligibility for any benefit made available to members 
of the reserve components by the Act entitled ‘An Act to provide benefits for 
members of the reserve components of the Armed Forces who suffer disability or 
death from injuries incurred while engaged in active-duty training for periods of 
less than thirty days or while engaged in inactive-duty training’, approved 
June 20, 1949 (63 Stat. 202)’’. 

Sec. 3. This Act takes effect August 9, 1955. 


Mr. Brooks. Now, what will these amendments do, or this one 
amendment? 

Mr. Bartimo. Taking up the first amendment of (d), the one that 
I read, as you recall, section 262—I think I can make this explanation 
a lot simpler if I may distribute this. This is rather a complex and 
sticky area and [ think we can make it a lot simpler if we follow this. 

Mr. Van Zanpt. What kind of an area did you call it? 

Mr. Bartimo. Sticky. 

Mr. Chairman, as you recall, the original bill would have deleted 
all of subsection (d). If we look at paragraph 3 of this mimeographed 
version of 262, we find that there are several benefits incorporated in 
subsection (3). One of those benefits, which this committee and the 
Congress passed, was the benefits under Public Law 108, which pro- 
vided that injuries or death, due to disease, would be forthcoming to 
the 6 months trainees. 

Now, in deleting subsection (d) we eliminated that benefit; but this 
rather complicated language, it merely preserves that benefit, which 
was deleted. 

Now, in preserving the benefit for the Army Reserve, we want to be 
sure that we treat our National Guard brothers in the same fashion 
and therefore section 2 of the bill would do the same for the National 
Guard personnel when they train in active duty for training under 
section 233 (d), of the Armed Forces Reserve Act of 1952. 

That is the substance of the amendment in a nutshell. I will be 
very happy to answer questions if there are any. 

Mr. Van Zanpvt. Mr. Chairman? 

Mr. Brooks. Mr. Van Zandt? 

Mr. Van Zanpt. What you are doing here is making eligible for 
benefits those persons who go into the Army Reserve and the National 
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Guard for training purposes in excess of 30 days, and the benefits 
include hospitalization, insurance, as well as the pay grades that are 
established for members of the regular service? 

Mr. Barrtimo. Mr. Van Zandt, if I may just comment on that: 
All those benefits or more of them are already given to these Army 
reservists in the National Guard under other laws, the Career Com- 
pensation Act, and Public Law 108. 

The only benefit that is in question—and it is because of the 
wording of Public Law 108—is the benefits due to disease. 

If a person is injured or died from disease he only gets it as you 
have stated it. The Congress saw fit to give those benefits, only the 
benefits now pertaining to disease, to these 6 months trainees in the 
Reserve Forces Act of 1955, and that is the only thing we are seeking 
to preserve by this amendment. 

Mr. Van Zanpt. You are making sure the National Guard is 
entitled to it. 

Mr. Bartimo. We are making sure the National Guard is entitled 
to the same benefit. That is the reason for section 2. 

Mr. Brooks. Then this will guarantee the payment to the reservist 
of $78 a month. 

Mr. Bartimo. Yes, sir. 

Mr. Brooks. Instead of $50? 

Mr. Bartimo. That is correct, sir. 

Mr. Brooks. It also would continue the death or disability benefits 
as set forth in the original act, which would be stricken out under the 
simple amendment which we provided for in H. R. 8107. 

Mr. Bartimo. That is correct, sir. 

Mr. Brooks. It also would provide the same benefits for the 
National Guard. 

Mr. Bartimo. That is correct, sir. 

Mr. Brooks. And the Department wants both of them? 

Mr. Bartimo. Yes, sir. 

There is one additional thing we should mention. It makes the 
pay differential retroactive, as you have stated it you wanted it, and 
that is section 3. 

Mr. Brooks. I think that is fair. It is only about 3 or 4 months. 
It would cost very little. 

Mr. Jonunson. Does this apply to any State benefit that a National 
Guard man might have? 

Mr. Bartimo. This wipes out no benefits that the National Guard 
man might have. It only gives them a benefit which, if they were 
ordered to active duty for training under section 233 (d) of the Armed 
Forces Reserve Act of 1952, as amended might be in doubt. 

Mr. Jounson. I understand you are making them on a parity so 
they are absolutely identical. 

Mr. Bartimo. That is correct, sir. 

Mr. Brooks. Any questions? 

Mr. Devereux. Did we ever settle that question about, as far as 
National Guard and Reserve aviators are concerned going off their 
weekend training and they are injured; they get very definite benefits. 
Do you remember whether we ever straightened that out about other 
reservists going off of weekend training? 

Mr. Bartimo. I don’t quite recall. 
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I remember we did have a discussion on that, General Devereux. 
I am not too clear on just how that discussion went. However, I 
think generally, if I may state this, Public Law 108 is a law, has 
very broad coverage, and this does take care of individuals on training 
duty for short periods of time. Iam not too sure that I am addressing 
myself specifically to what you had in mind. If you could elaborate 
on 1 

Mr. Deverevx. For less than 30 days for instance, you have 
people who might be driving trucks, handling munitions, et cetera 
for a weekend training period that would be in just as much danger 
as a person flying an airplane. 

Do you remember that? 

Mr. Barrimo. I do have some recollection of that. I am just 
refreshing my memory, if section 2 of this act covered it. 

I would like very much to reserve a definitive answer on that and 
either give it to you in writing or come back. I am not qualified 
now to give you a definitive answer on your question, sir. 

Mr. Devereux. What is counsel’s opinion on that? 

Mr. Ducanper. I didn’t get all of your question because I was 
answering a question of Mr. Van Zandt which related to Federal 
employees’ compensation. If that is your question, that is contained 
in the survivor benefit bill. It passed the House, and it is in the 
Senate Finance Committee right now. 

T don’t know if that is what you had in mind. 

Mr. Brooks. Let’s get back to the witness, if we will. 

Are there any more questions of this witness? 

Mr. Van Zanpt. Do you have any idea of the cost? 

Mr. Bartimo. I do not, Mr. Van Zandt. It probably would be 
minimal. I do not believe that many people will be either injured 
permanently or partially or died from disease. These are all young 
fellows, very healthy and I assume they get the 6 months’ training and 
go back healthier than they came in. It is possible some may suffer 
casualty. I think it would be minimal. 

Mr. Van Zanpt. There is another item of cost, the new pay. 

Mr. Bartimo. Yes, sir. 

I believe the chairman received those figures if I am not mistaken 
during our last session; is that correct? 

Mr. Brooks. I think so. 

Of course, we authorized 100,000. You can figure the difference in 
cost from $50 to $78 on a hundred thousand. We don’t have the 
hundred thousand and on the number we have it is not a large 
additional cost. 

Are there any further questions? 

We can get those same figures out of the hearings. 

Mr. Van Zanpt. I move we report the bill to the full committee. 

Mr. Brooks. Let’s take up briefly—we can cover it in a short 
time—H. R. 2106, to provide that the enlistment contracts or periods 
of obligated service of members of the Armed Forces shall not ter- 
minate by reason of appointment as cadets or midshipmen at the 
Military, Naval, Air Force, or Coast Guard Academies, or as mid- 
shipmen in the Naval Reserve, and for other purposes. 

(The bill referred to is as follows:) 
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[H. R. 2106, 84th Cong., Ist sess.] 


A BILL To provide that the enlistment contracts or periods of obligated service of members of the Armed 
Forces shall not terminate by reason of appointment as cadets or midshipmen at the Military, Naval, 
Air Force, or Coast Guard Academies, or as midshipmen in the Naval Reserve, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the enlistment eontract or period of obligated 
service of a Regular, Reserve, or inducted member of any of the Armed Forces, 
who hereafter accepts an appointment as a cadet at the United States Military 
Academy or the United States Air Force Academy, or an appointment as a mid- 
shipman at the United States Naval Academy or an appointment as a midship- 
man in the Naval Reserve or an appointment as a cadet at the United States 
Coast Guard Academy, shall not be terminated by reason of acceptance of such 
appointment, during the continuation of the cadei or midshipman status of such 
member. A member so appointed from enlisted status sha!l be entitied only to 
the pay and allowances provided by law for a cadet at the United States Military 
Academy or the United States Air Force Academy, a midshipman at the United 
States Naval Academy, a cadet at the United States Coast Guard Academy, or 
the compensation and emoluments accruing to such reserve midshipman by 
virtue of his status in the Nava] Reserve. 

Sec 2. A person who hereafter accepts an appointment as a cadet at the 
United States Military Academy or the United States Air Foree Academy, or as 
a midshipman at the United States Naval Academy or as a midshipman in the 
Naval Reserve or as a cadet at the United States Coast Guard Academy, while 
having a period of obligated service as an enlisted member of any of the Armed 
Forces or while serving under an enlistment contract, and who thereafter is 
separated from the United States Military Academy, from the United States Air 
Force Academy, or from the United States Naval Academy or from a reserve 
midshipman training program, or from the United States Coast Guard Academy, 
for reasons other than the acceptance of a commission in the regular or reserve 
components of one of the Armed Forces, or for physical disability, shall have his 
appointment as a cadet or midshipman terminated, and his enlisted status shall 
thereupon be resumed. A person so reverted to his former enlisted status shall 
be continued in such enlisted status for the remainder of his obligated service or 
until sooner promoted or discharged. In computing the unexpired portion of an 
enlistment contract or period of obligated service, for purposes of this Act, time 
served as a cadet or midshipman shall be counted as time served under such 
contract or period of obligated service. 

Sec. 3. A person whose enlistment contract or period of obligated service is 
continued pursuant to this Act, shall not, while a cadet or midshipman, be a 
charge against the allowed number of personnel in the armed force in which he 
was enlisted or inducted. 

Sec 4. The period of time served under an enlistment contract or period of 
obligated service while also serving as a cadet or midshipman under an appoint- 
ment made after the date of enactment of this Act shall not be counted in 
computing for any purpose the length of service of any officer of an armed force. 


Mr. Brooks. Admiral, nice to see you here, sir. Have a seat. 
We would be glad to hear from you, Admiral, in reference to this 
measure. 

Admiral Boonr. Thank you, Mr. Chairman. 

M1. Chairman and members of the committee, I am Rear Admiral 
Boone, Superintendent of the Naval Academy, but I understand thet 
I am representing the Department of Defense this morning. I am 
grateful for this opportunity to be here. 

Mr. Brooks. We are going to lose Admiral Boone, too, I might say 
to the gentlemen of the subcommittee. He is going to have to leave 
the Academy. 

You have been there 4 years, haven’t you? 

Admiral Boonrn. I have to go to some of this sea duty we have been 
talking about, Mr. Chairman. 

Mr. Brooks. They are giving you the criteria, then? 

Admiral Boones. I shouldn’t say I have to. I would be very re- 
gretful to have to leave the Academy, but I want to go to sea duty at 
the same time. 
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Mr. Brooks. I think you have done a very excellent job over there 
at the Academy. 

Admiral Boone. Thank you, sir. 

Mr. Chairman, members of the committee, H. R. 2106 provides 
that persons appointed as cadets or midshipmen at service Academies 
or as midshipmen in the Noval Reserve officer training program from 
enlisted status in any of the Armed Forces would have a dual status 
while at a service Academy or while enrolled in the NROTC program. 

In the event of separation for reasons other than to accept a com- 
mission or for physical disability, those persons who are suitable 
for further military service would be reverted to their enlisted status 
in the Armed Forces in which they had previously served, and would 
be required to complete the unexpired term of their enlistments. 

This legislation is considered necessary to prevent certain abuses; 
specifically, the utilizing of appointments as cadets or midshipmen 
for improper purposes. Under existing law, enlisted personnel of the 
Armed Forces who are appointed as cadets or midshipmen are dis- 


charged from enlisted status in order to accept such an appointment. 


It has now become apparent that certain enlisted personnel in the 
Navy have improperly exploited this situation in order to modify 
and shorten their obligated military service. Such persons have 
applied for enrollment in the Naval Preparatory School, accepted 
appointment to the Naval Academy, been admitted, and then shortly 
thereafter have resigned. A similar situation could exist with respect 
to the NROTC program. Under the provisions of the Universal 
Military Training and Service Act, as amended, persons who enter 
upon active duty in the Armed Forces, and who are discharged there- 
from for the convenience of the Government under honorable condi- 
tions after 6 months or more of active service exclusive of time served 
in a preparatory school after nomination as a candidate for admission 
to any of the service Academies, are not liable for induction. 

Under the provisions of the Universal Military Training and Service 
Act, as amended, individuals with prior Navy enlisted service who are 
separated from the Naval Academy and the Naval Reserve are 
required to serve therein for their remaining period of obligated service. 
Prior to July 1, 1953, it was possible to order these individuals to 
active duty under section 21 of the act. However, on that date 
section 21 was terminated, and thereafter naval reservists could not 
be ordered to active duty involuntarily. 

It is noteworthy that during the first (fourth class) year of the 
class of 1956 at the Naval Academy, 37 (11.8 percent) of the entering 
number of ex-enlisted men resigned, as compared to 72 (6.9 percent) 
of resigners from the class as a whole. For the class of 1957, the 
corresponding percentages were 6.9 percent of the ex-enlisted men 
and 4.7 percent for the class as a whole. For the class of 1958, 9.7 
percent of the enlisted men resigned compared to 5.1 percent for the 
entire class. In the class of 1959, there have been 24 (19.6 percent) 
resignations up to January 18, 1956 from the ex-enlisted group as 
compared to a total of 66 (5.9 percent) from the class as a whole. 

In many cases it has been obvious that resignation must have been 
contemplated betore appointment as a midshipman, although this is 
usually denied by the resigner. In support of this statement, it may 
be pointed out that of the 24 who have resigned to date from the class 
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of 1959, 1 resigned 3 days after entering, 4 more resigned within 10 
days, and 3 more within 30 days. 

The great majority, if not all, of these ex-enlisted men were excused 
from active operational service and in lieu thereof were accorded the 
privilege of attending, for an extended period, the special preparatory 
schocl maintained by the Navy to provide college preparatory work 
for those seeking to enter upon a career of service as a commissioned 
officer via the Naval Academy. Those who would exploit this situa- 
tion for an ulterior purpose show a lack of appreciation of the moral 
obligation assumed upon acceptance of the special status and oppor- 
tunities provided at the preparatory school. 

There is highly undesirable collateral effect which results from 
resorting to entrance into and resignation from the Naval Academy 
as a device to avoid a portion of obligated military service. The 
presence at the Naval Academy of former enlisted men who have a 
marked antipathy toward military service and who are bent oniy on 
terminating their association with the military at the earliest favorable 
opportunity constitutes a disrupting influence in the brigade. The 
activities of such midshipmen run counter to the efforts to engender 
in each midshipman a strong motivation toward a naval career. They 
generally tend to lower the morale and esprit of the brigade. 

It is considered that there is permanent need for a recourse to 
discourage the abuse of appointments as cadets and midshipmen which 
results when ex-enlisted men of the armed services are permitted to 
terminate their active duty at will shortly after accepting such 
appointments. One solution would be to cease accepting resigna- 
tions; however, this would be undesirable from a morale standpoint 
and would inevitably result in the lowering of the quality of graduates. 

Under the terms of the proposed act, cadets and midshipmen whose 
enlisted contracts are continual during their attendance at the service 
Academies would receive only the pay, allowances, and the emolu- 
ments accruing to cadets and midshipmen. 

The Department of Defense recommends that this legislation be 
favorably considered by the Congress. 

Thank you, sir. 

Mr. Brooks. I had heard of an instance of that sort, Admiral. I 
think you, in your statement, however, explained it fully to the sub- 
committee. 

Do you know whether or not the Army has any such problem, or 
the Air Force? 

Admiral Boonr. West Point has a similar problem, sir, and Colonel 
Williams is here to answer question on that. | understand from Major 
Sever, who is also here representing the Air Force, that there have 
only been some three resignations among ex-enlisted men at the Air 
Force Academy, and that the matter has not become a problem there 
yet. 
~ Mr. Brooks. This bill would simply require that a man going to 
the Academy, whether it be Army, Navy, Air Force or Coast Guard, 
from the military services, would continue to have his enlisted obliga- 
tion while at the Academy. In other words, it would be suspended, 
and the pay would be adjusted on the basis of pay at the Academy, 
but should for any reason he leave the Academy, then he returns to 
his enlisted status in his branch of service? 
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Admiral Boones. Except if he is dropped for physical ability, he 
would not. In other words, if he leaves the Academy, resigns for 
any reason, except to accept a commission on the completion of his 
course 

Mr. Brooxs. Why wouldn’t you put in physical reasons, too? 
Your qualifications for admission to the Academy physically are 
greater than they are for enlisted status. 

Admiral Boong. That is true. 

Mr. Brooks. You might throw him out of the Academy for physical 
defects, whereas he would qualify to serve in the military. 

Admiral Boonrm: I think that that would fall outside the category 
of those who deliberately plan this sort of a thing in order to avoid 
the military service. I think that that would be an eventuality that 
they would not anticipate. 

Mr. Brooks. They wouldn’t be obliged to avoid service? 

Admiral Boong. No, sir. There wouldn’t be the ulterior intent. 
For that reason they shouldn’t go back. 

Mr. Brooxs. You have examined H. R. 2106, have you? 

Admiral Boons. Yes, sir. 

Mr. Brooks. It covers your case exactly, doesn’t it? 

Admiral Boone. So far as I can see, exactly. 

Mr. Brooks. Mr. Devereux? 

Mr. Devereux. Do you have any analysis of the number of former 
enlisted men who dropped out by reason of not passing, or having 
passing grades? 

Admiral Boons. I don’t have those figures with me. I could get 
them for you. 

Mr. Devereux. That is one way to avoid continued service, unless 
this law is enacted. Is that not true? I mean, this covers any way 
of getting out, whether they are dropped for reason of not passing 
their mental examinations or by reason of resignation? 

Admiral Boonr. Under this law, as I read it, if he failed academ- 
ically, he would go back to complete his time. 

Mr. Dreverrevux. That would cover that particular situation, too. 

Mr. Brooks. And he should go back because if he is not interested 
in studying, he is going to fail, and he should then go back to the 
enlisted status. Isn’t that what you had in mind? 

Mr. Devereux. Yes, sir. 

Mr. Winstreap. Mr. Chairman, does that cover all Academy 
appointees, whether they are enlisted appointees when they go to the 
Academy? Does it cover prep school? 

Admiral Boonsz. No, sir. It would only cover those who come from 
the enlisted ranks. Now certain men are appointed. 

Mr. WinstEapD. Say I appoint or recommend the appointment of a 
man who has had no service and he enters the Academy and stays 
there a year or 2 years, and so forth, what will happen to him? 

Admiral Boonr. He would not be affected unless he came from the 
enlisted ranks. 

Mr. WinstgeaD. Why not apply it to him the same as the others, to 
become an enlisted personnel when he resigns? 

Admiral Boonr. He would still be subject to induction. 

Mr. Winsreap. If he served as much as 12 months or more, he 
would not be, would he? - 
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Mr. Devereux. I do not believe that Academy service relieves a 
person from liability of induction. 

Admiral Boones. That is correct, sir. 

Mr. Wrinsteap. Let me follow this a little. What about the num- 
ber who attended the prep school? Do you have the number who 
entered prep school and the total number who either quit or failed? 

Admiral Boonr. We haven’t had academic failures yet this year. 
We are just through the first term. With this entering class there 
were 123 ex-enlisted men. Those came from all the services. Twelve 
came from the Navy, nine from the Marine Corps and the remainder, 
only two, came from either the Air Force or the Army. Out of that 
number, 24 have resigned. 

Mr. Winsteap. Out of the 123? 

Admiral Boone. Yes, sir. That is 19.6 percent. As I pointed out, 
some 10 of those resigned within the first 3 or 4 months. 

Mr. Brooks. One of them resigned within 4 days, as I recall. 

Admiral Boone. Ten resigned within 30 days; 1 resigned 3 days 
after entering, 4 more resigned within 10 days—that is, 5—and 3 
more within 30 days. That is 8 resigned within 30 days. 

Mr. Winstrap. Is there any ‘resentment within the Academy 
from those who do not attend the prep schools? I wonder whether 
the prep schools are a good thing. 

Admiral Boone. Any resentment toward them? 

Mr. Winsteap. What I am getting at is the resentment of other 
individuals at the Academy against those who attended the prep 
school. 

Admiral Boone. None whatever, that I have ever encountered. 

Mr. Wrnsteap. It has been reported to me, I am not saying this 
with authority: I have made no investigation, but since you brought 
up the subject 

Admiral Boonn. I have never had an indication of it. 

Mr. Winsteap. I thought perhaps there would be a good deal of 
resentment and it may be a little hard for those who come to prep 
school. That has been reported tome. I have made no investigation 
of it whatsoever. I would like to, sometime, know the facts. 

Admiral Boons. I don’t think you would find any. 

Mr. Brooks. Mr. Bray? 

Mr. Bray. You mentioned the NROTC in your statement just 
casually. This wouldn’t apply to NROTC, would it? 

Admiral Boons. It would, yes, sir. A certain number of these 
ex-enlisted men are selected to go into the regular NROTC program, 
and they are then excused from their enlisted service to go to college. 

Mr. Bray. I understand. I didn’t know that you got any NROTC 
from your enlisted program. 

Mr. Ducanper. It is in the Holloway program; isn’t it, Admiral? 

Admiral Boonr. Yes, sir. 

Mr. Brooxs. Mr. Winstead is disturbed over the prep schools. 
As I understand it, we appoint a boy, as Members of Congress, a boy 
out of the enlisted grades, and say you send him then to a prepara- 
tory school, and he stays there how long? 

Admiral Boonr. If he takes the full course it is approximately 9 
months. He enters in September and takes his examination the fol- 
lowing March. Then he goes back about 2% months while he is 
awaiting the entrance date into the Academy. 
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Mr. Brooks. Goes back to an enlisted status? 

Admiral Boonr. To the preparatory school. His enlisted status 
terminates when he takes his oath for entrance into the Naval Acad- 
emy. 

Mr. Brooks. At the prep school he is still the enlisted man. When 
he takes his oath entering the Academy, he now ceases to be an en- 
listed man in uniform. Therefore, when he resigns, he is a civilian? 

Admiral Boonsn. That is correct. 

Mr. Winsreav. He would return to fulfill his requirement under 
this legislation ; in other words, if he enlists for 2 vears under this, he 
would have to spend 4 or 6 months, or whatever it takes, to fulfill his 
required training? 

Admiral Boonr. That is correct. 

Mr. Brooks. Do you have occasion to take anybody whose period 
of enlistment is about to expire while he is in the preparatory school? 

Admiral Boone. I would presume so. Just what the mechanics of 
that are, I don’t know. 

Mr. Brooks. If his enlistment ran out while in the prep school, 
what is his status? 

Admiral Boone. I think he would have to extend it. 

Mr. Brooks. He would have to voluntarily extend his enlistment? 

Admiral Boones. I think so. 

Mr. Brooks. My colleague, Mr. Winstead, was asking me about 
that. After he finishes the preparatory school, then he goes back to— 
or he goes straight from there to the Academy? 

Admiral Boons. That is correct, sir. 

Mr. Wrinsreap. Who can enter the preparatory school? 

Admiral Boons. Any man from the enlisted ranks of any of the 
services. 

Mr. WinsTEAD. You mean any man from the enlisted rank from 
any of the services, but he has to have some clearance to get there? 

Admiral Boonr. Yes, sir. He has to be selected. 

Mr. Winsreap. He has to have an appointment by someone? 

Admiral Boone. Yes,sir. He has to be selected. 

Mr. Winsreap. In your opinion, is the prep school valuable to the 
Academy? 

Admiral Boone. Yes, sir. I think it is a very valuable adjunct 
because | think it is a good thing to get these young men in from the 
enlisted ranks. 

Mr. Brooks. I am just asking you in general terms, how does 
the Academy experience show that these men compete with men 
taken from civilian life directly? Do you have any records at all to 
show whether they compete favorably? 

Admiral Boone. They do. 

Mr. Brooks. Whether they are at a disadvantage or not? 

Admiral Boonr. There is no marked difference either way that 
has ever come to my attention. 

Mr. Brooks. They are about on a par with the others you get from 
the colleges and high schools in the country? 

Admiral Boones. I think the statistics might show that academically 
they may not be quite as well grounded, and that the failures might be 
slightly higher, but that would be the only difference. 

Mr. Brooks. I think it is a tremendous incentive to enlisted men in 
service to know that they do have a possibility of getting into the 
Academy—at least some of them have that. 
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Admiral Boone. *There is this factor, I think, to be taken into 
account, that a man who goes into the service and stops going to school 
tends to forget a little bit about how to study, and therefore being 
away from school is somewhat of a handicap, getting out of the habit 
of studying. We find as a group that those young men who come 
directly from high school fare the best academically. That even 
includes some 40 percent who come from 1 or 2 years of college. 

Mr. Brooks. You get them a little younger and they are more 
accustomed to hard study? 

Admiral Boonsr. We get them a little younger and just after they 
have studied their high school mathematics, and chemistry and 
physics courses that led right into the Naval Academy, and then 
they do a little bit better. When they get into college, some of them 
take a liberal arts course, or something like that. They get away 
from the sciences. Therefore, they have a little more trouble when 
they go to the Academy and take up a scientific course. 

Mr. Brooks. Any further questions? 

Mr. Winsteap. I shouldn’t at this hour, but since we are in this 
prep school business, I would like to get this information for the 
subcommittee. 

What do you give them at the prep school? Do they take basic 
training? The thing that is worrying me to some extent is the number 
that go to prep school, pass the prep school and go to the Academy 
and quit. It is probably the fact that they don’t like the military 
phase of it. They might like the academic end of it all right, but do 
you give them military training in the prep school? 

Admiral Boonr. Each man who goes to the military preparatory 
school must have completed boot camp before he gets in. He may 
have gone into the fleet or to a shore station and come from there 
into the preparatory school. The preparatory school gives an 
academic course. It is my understanding it is not a military training 
course. It is an academic preparatory course. 

Mr. Winstzap. In your opinion, it is a good course and helpful to 
the Academy? 

Admiral Boons. Yes, sir. 

Mr. Winsteap. I have heard it rumored, but have made no inves- 
tigation, that they were giving some consideration to doing away 
with it. 

Mr. Brooks. Any further questions, gentlemen? 

If not, thank you very much, Admiral Boone. We appreciate 
your coming up here. 

Where is the representative from the Army, from the Military 
Academy? 

Colonel WituraMs. Right here, sir. 

Mr. Brooks. Colonel 

Colonel Wiiu1aMs. Colonel Williams. 

Mr. Brooks. You are from the Academy? 

Colonel WitiiaMs. No, sir; I am assigned to the Department of the 
Army in the Pentagon, sir. I am in charge of the Schools Branch, 
Military Operations. 

Mr. Brooks. Briefly, is this bill, H. R. 2106, satisfactory with you? 

Colonel Witu1Ams. Completely, sir. 

Mr. Brooks. It is all right with the Academy? 

Colonel WituiamMs. We support it. 

Mr. Brooks. Do you have a problem up there? 
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Colonel WituiaMs. Our figures are reasonably close to those pre- 
sented by Admiral Boone. 

Mr. Brooks. Will you leave those figures with Mr. Ducander so 
they can be placed in the record to show you have a problem also? 

Colonel WiuuraMs. Yes, sir. 

(The information is as follows:) 


Number of cadets who entered USMA from an enlisted status and who submitted 
their resignations during the 1st 4 months they were in attendance at USMA 





: eee Ls. 
Total | Breakout of former enlisted 








plebe Total plebes resigning who resigned 
resigna- who were formeren- |. 

tions Ist enlisted | | 
4 months |} Army | Navy jAir Force 

} | ] | 
Class of 1956 entered July 1952._._..._- 76 | 32 (42 percent) 1. | 11 | 1 | 20 
Class of 1957 entered July 1953-__-...--- 48 | 20 (42 percent)--_-_-.--| 6 | 2 | 11 
Class of 1958 entered July 1954--- ‘ 46 | 11 (24 percent) ___- 7 } 3 


1 
Class of 1959 entered July 1955___-_-___| 51 | 9 (18 percent) ___- 4 | 0 | 5 





1 Note with threat of Korea over how percentages dropped. 


Number of cadets who entered USMA from an enlisted status and who submitted 
their resignations during the first year while in attendance at USMA 

















| 
Total | Total | Total resignation 
entering Total plebe resigna- | plebes, from plebes who 
stren th tions | former | were former en- 
g | enlisted | listed 
Class of 1956 entered July 1952_..____--_- 670 | 88 (13 percent) ___----- 197 | 36 (18 percent). 
Class of 1957 entered July 1953_.._.__-_- 730 | 73 (10 percent) _ _---__- 119 | 26 (22 percent). 
Class of 1958 entered July 1954.._._____- 752 | 56 (7 percent) _._._- as 103 | 15 (15 percent). 
Class of 1959 entered July 1955...._____- GE icstontebcheiedesnsadinens 67 





Mr. Winsteap. You think the prep school is a very good institution 
and helpful to the West Point Academy? 

Colonel WituraMs. Definitely, sir. 

Mr. Ducanper. Mr. Chairman, Captain Winbeck of the Coast 
Guard is here on this very same bill 

Mr. Brooks. Captain, have you examined the bill, H. R. 2106? 

Captain Winseck. Yes; I have, Mr. Chairman. 

Mr. Brooks. Do you have figures on the Coast Guard Academy? 

Captain Winseck. Yes, sir; and I have submitted a statement and 
you all have copies, sir. Our figures are listed in that statement. 

(The statement is as follows:) 


H. R. 2106 anv 8. 799 


The Treasury Department and the Coast Guard are in accord with the objec- 
tives of H. R. 2106, which affects the enlisted service of persons appointed to any 
of the service academies, who are separated from the Academy prior to completion 
of the course. 

The regulations issued by the Secretary of the Treasury, under the Universal 
Military Training and Service Act, as amended, provide that such a person may 
be transferred to the Coast Guard Reserve, upon separation from the Coast Guard 
Academy. However, no authority exists for the involuntary recall of any reservist 
to active duty, and there is no means of compelling his active participation in the 
Organized Reserve program. 

The Coast Guard issued Personnel Circular 16-53, providing among other 
things for the transfer to the Coast Guard Reserve of all cadet resignees, who 
had been discharged from enlisted service in the Coast Guard or Coast Guard 
Reserve to accept appointments as cadets. This has been accomplished without 
difficulty, although most transferees do not return to organized units. 
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A problem arises in connection with the transfer of former enlisted personnel 
of other services, who are separated from the Coast Guard Academy. These 
persons are discharged from the parent service upon acceptance of appointments 
as cadets. Transfer to the Coast Guard Reserve in an inactive status upon 
separation from the Academy will not provide a trained coastguardsman for 
mobilization, particularly when his attendance at the Academy has been of very 
limited duration. Assuming that he has had active duty in his parent service, 
or duty in an Organized Reserve unit, he would be of greater utilization value 
to the parent service. However, such a transfer to the parent service requires 
an undue amount of administrative processing, in view of his final discharge at 
the time of entering the Coast Guard Academy. 

The Coast Guard Academy appoints approximately 225 cadets each year. A 
small percentage of these are enlisted members of the military services, either 
on active duty or in the Reserve components. Some of them resign voluntarily, 
some of them are required to submit resignations for academic deficiency, or for 
lack of adaptability. Those who were enlisted members of the Coast Guard 
are compelled to fulfill their military obligations. Those who have been dis- 
charged from other services may request transfer to the Coast Guard Reserve 
but are not automatically compelled to retain membership in a Reserve com- 
ponent for the balance of the original obligated period. 

Under the present regulations, it is possible for a serviceman appointed to the 
Academy from one of the other services to deliberately avoid the obligation for 
8 or 6 years’ service under his enlistment contract or his induction orders. He 
may compete for appointment to the Coast Guard Academy, and be tendered an 
appointment within the first 6 months, or within the first year of his induction 
period or his enlistment contract. He will be discharged in good faith and will 
go to the Academy and accept appoitnment as a cadet. Then he may submit his 
resignation in 1, 2, or 3 months, and upon acceptance, will be completely free of 
the unexpired portion of his obligation, unless his Selective Service Board orders 
his induction and this is not usually the case. 

One specific example of a case in point is that of a private in the Army, who 
during his 2 years of active duty, attended the West Point Preparatory School, 
then declined an appointment to West Point, in order to accept the Coast Guard 
Academy appointment. He was discharged from the Army, and while on leave 
en route to the Academy, announced that he would accept appointment, would 
then resign, and thus be relieved of his military obligation. He resigned within 
3 months giving as his reason the fact that he had lost interest in military life. 

If he had been compelled to remain at the Academy, he would have been a 
disturbing element among the new fourth-class cadets. His resignation was 
accepted, thus permiting him to escape his personal obligation for military service. 

The passage of the proposed bill would eliminate this possibility, and provide a 
method of insuring that all young men in military service discharge their obliga- 
tions in an equitable manner. 

The following statistics are not complete, since files have been transferred to 
the Records Center, and were not available for analysis; information as to inactive 
members of other services is not available from the index cards. 


Coast Guard Academy 





Resigned 





Active | Inactive | Active | Inactive 





CLASS OF 1955 











U. 8. Coast Guard ---- nisie incall : 5 |. ; 2 
U. 8. Coast Guard Reserve_- - ----- Saas taee po | 1 4} 2 
U. 8. Naval Reserve - -- CAPE TY TE Be eee, Pees ere 14 | 4 
Soe I oon vs nue decnencetheosuckieranech Les } 1 | ‘ 
laiecnpecgeti Eee jae. us 
see 2 IE I EER . 6 | 19 | 2 | 6 

CLASS OF 1954 

U. S. Coast Guard - maf mSeteestew | 6 | -| 6 - 
U. 8. Coast Guard Reserve. - - E 5 | 3 
Wie. Deeb enirre sot oe ot pci: eres Se 6 | | 4 
TE ee ee ee ee |-------- B jawedt- 50) 3 
U. 8. Army- , bavhihind« dbabetnebniieth thcing shen 2 | 2 i. 
Ee eo a Se RAE ee SE! Fi oe. we nekeot wali aa 1 | v 
Chi Oe rn iss. di, a Sh ah cha Sa. ‘J ‘1 B , ali i 
eee ot es 8 | 17 | 8 | 7 
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Active duty personnel only 


[Inactive not available] 





Class of 1953 | Class of 1952 





| Appointed | Resigned | Appointed | Resigned 








ie ae eee 10 6 6 | 4 
A ke Se ee eee ee ae | . | AAEERS gab (1) 
U.S, Bias Corpe.. 2.2. b sss e ilo. oe el 1 (1) 
Ry TL, dik 25S es N SKS ahd abe gaescied aed wie 2 (4) | 
EES en eee 5 . } l (‘) 

Oath leds cd ehah ONMavalth ine ddddecakewiawnden 16 6 6 | 4 





1 Not available. 


Mr. Brooks. The Coast Guard is in favor of this bill? 

Captain WinBEck. Yes, sir. We have the same problem the other 
services have. 

Mr. Brooks. Do you have any amendments or suggested changes? 

Captain Winseck. No, sir. 

Mr. Brooks. It is satisfactory? 

Captain Winseck. Yes, sir. 

Mr. Brooks. Any questions? 

(No response.) 

Mr. Ducanper. I think we have a witness from the Air Force. 

You have had three resign; haven’t you, Major? 

Major Sever. Yes, sir. 

Mr. Brooks. You are supporting this bill? 

Major Sever. Yes, sir. We concur with the position taken by the 
other services. 

Mr. Brooks. We have a statement from Colonel Boyer which I 
will ask be inserted in the record at this point. 

(The statement is as follows:) 


STATEMENT TO HousE ARMED SERVICES COMMITTEE CONCERNING H. R. 2106 


I am C. M. Boyer, the executive director of the Reserve Officers Association. 
We appreciate, as always, the courtesy of the committee in permitting us to 
testify on H. R. 2106. 

The association heartily supports the enactment of this proposed legislation 
providing specific mention and inclusion be made of the following enlisted members 
of the Armed Forces. It is the association’s recommendation that this mention 
include the basie and advance students of the Air Foree ROTC program, and the 
cadets of the Army ROTC program. 

With the inclusion of these corrections, the association appreciates the oppor- 
tunity to testify and recommend that this bill be enacted. 


Mr. Brooks. Gentlemen, is there any objection to reporting H. R. 
2106? 

It is a bad situation. It ought to be corrected. If there is no 
objection, Mr. Winstead moves that it be reported favorably to the 
full committee, which meets in the morning. 

If there is no objection, it is reported unanimously. 

Do you wish to take up Mr. Winstead’s bill? 

Mr. Ducanper. Would you like to go into executive session? 

Mr. Brooks. Let’s go into executive session. The committee will 
now go into executive session. 

(Whereupon, at 12:15 p. m., Monday, January 23, 1956, the 
committee proceeded into executive session.) 

(The following letter was also submitted for the record:) 
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OFFICE OF THE SUPERINTENDENT, 
UNITED States Nava ACADEMY, 
Annapolis, Md., January 25, 1956. 
Hon. OvertToN Brooks, M. C., 
House Office Building, Washington 25, D. C. 


My Dear Mr. Brooks: You may recall that on the occasion of my recent 
appearance before your committee, Mr. Winstead, I believe, asked for a compari- 
son of the scholastic achievements at the Naval Academy of former enlisted men 
who attended the preparatory school at Bainbridge, with the achievements of 
the class as a whole. 

I am sorry that we have no data making a direct comparison based upon class 
standing, but it occurred to me that the following data, presenting a comparison 
of the academic losses from among the midshipmen who entered under the quota 
of appointments allowed from the Regular Navy and Marine Corps with the 
academic losses during the 4-year course from the class as a whole, would be of 
interest. Almost without exception, the Navy and Marine Corps candidates 
attended the preparatory school at Bainbridge. 


Academic losses 














Regular Navy and | cht 

Marine Gennes troup | Class as a whol 
Class of— : 

l 
Number | Percent | Number | Percent 
| | 

1946 SR EE ee COE Fe ey Ree 16 15. 2 | 194 | 15.0 
1947 : cee a a eS eee Pees 24 30.0 | 155 | 15. 2 
1 SELENE Bt 1 BSP geittacha ms Binh GT a 13 14.3 | 90 8.1 
1949 BEES SBOE REAES E SREY 3 9.0 | 98 | 8.6 
1950 Hie SMS | 8M CEN ERT SSR BS 6 14.3 | 84 | 9.2 
1951 -inennaadbatmetahes aherte~ vanes 20 11.1 | 89 | 9.7 
SE Rh rad ele ef 3 mph, 39 14.5 141 13.5 
1953 ESE SARE LT EE ES 23 10.9 139 | 11.8 
1954 bdcwatens inhi acta le st Se ii es 18 10.7 180 | 15.7 
1955 ‘ hin lle dic toso-eclpetnes estnniealalio Winahls vtetnesndliad 43 26. 4 | 194 | 17.6 
DS OO IE ncn ke ke eac aden nes ek aec ote sbadcccee 15.3 : BES cect as | 12.6 











I believe that the slight difference in favor of the class as a whole that is indi- 
cated in the above recapitulation can be accounted for by the fact that in the 
enlisted quotas there are always a number of young men who did not complete a 
full high-school course before enlisting, or they pursued other than an academic 
or college preparatory course. I believe, too, that as the numbers of applicants 
in some of the years involved were not great enough to comprise truly competitive 
groups, we were obliged to accept many young men who barely passed the en- 
trance examinations. Therefore, I feel that, all things considered, the prepara- 
tory school is doing a good job of preparing the enlisted men for our course of 
instruction. 

In closing, I take this opportunity to thank you for the consideration and 
courtesy shown me by your committee at the time of my appearance before it, 
and to extend kindest personal regards. 

Sincerely, 
W. F. Boone, 
Rear Admiral, United States Navy, Superintendent. 
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SUBCOMMITTEE HEARINGS ON H. R. 4437, H. R. 2111, AND H. R. 
2108 


House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, SUBCOMMITTEE No. 1, 
Washington, D. C., Wednesday, January 25, 19856. 

The subcommittee met at 2 p. m., Hon. Overton Brooks (chairman 
of the subcommittee) presiding. 

Mr. Brooks. The subcommittee will please come to order. 

We have several small bills this afternoon, one of which is H. R. 
4437, by Mrs. Farrington. It is a bill relating to withholding for 
State employee retirement system purposes for the composition of 
orerenn civilian employees of the National Guard and Air National 

uard. 


(The bill referred to is as follows:) 


[H. R. 4437, 84th Cong., Ist sess.] 


A BILL Relating to withholding for State employee retirement system purposes, on the compensation of 
certain civilian employees of the National Guard and the Air National Guard 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That where— 

(1) the law of any State or Territory provides for the payment of employee 
contributions to State or Territorial employee retirement systems by with- 
holding sums from the compensation of State or Territorial employees and 
making returns of such sums to the authorities of such State or Territory; and 

(2) civilian employees of the National Guard and the Air National Guard 
other than those employed by the National Guard Bureau are eligible for 
membership in a State or Territorial employee retirement system, then the 
Secretary of Defense, pursuant to such regulation as may be promulgated 
by the President, is authorized and directed to enter into an agreement with 
such State or Territory within one hundred and twenty days of the request 
for agreement from the proper official of such State or Territory. Such 
agreement shall provide that the Department of Defense shall comply with 
the requirements of such law in the case of employees subject to this Act 
who are eligible for membership in a retirement system for State or Terri- 
torial employees, and the disbursing officers paying such employees shall 
withhold and pay over to such retirement system the employee contributions 
for such employees. 


Mr. Brooks. Mrs. Farrington, we will call you as the first witness. 
Would you come forward and have a seat? We are delighted to have 
you here this afternoon. Do you have a prepared statement? 

Mrs. Farrinetron. Yes, I do. 1 would like to read it, if I may. 

Mr. Brooks. If you will, the subcommittee will be pleased to have it. 

Mrs. Farrinetron. I am Elizabeth P. Farrington, Delegate to 
Congress from Hawaii. 

I have introduced H. R. 4437, relating to withholding for State 
employee retirement system purposes, on the compensation of certain 
civilian employees of the National Guard and the Air National Guard. 
This bill is similar to H. R. 6884, which was introduced by the previous 
Delegate to Congress, my husband, Joseph R. Farrington. He intro- 
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duced the bill at the request of the Legislature of the Territory of 
Hawaii as set forth in Joint Resolution No. 40, which was approved 
by Samuel Wilder King, Governor of the Territory of Hawaii, on 
May 29, 1953. 

A report on this previous bill was made by the Department of the 
Army in which it was suggested that the bill be extended to include 
the Air National Guard. I accordingly made this change in the bill 
which I have introduced in this session of the Congress. 

The bill would authorize Federal disbursing officers to make 
deductions from the wages of certain employees of the National 
Guard and the Air National Guard for payment into the State and 
Territorial civil service retirement systems. It is my understanding 
that field civilian personnel ot the National Guard and the Air National 
Guard are employees of the various States and Territories but are 
paid by the Federal Government. 

Since they are considered employees of the Territories and States 
they are not subject to the Federal civil service retirement system 
and there is no authority to make payroll deductions from their 
Federal salaries for participation in any retirement system. This 
bill would authorize the withholding of employees’ contributions to the 
State and Territorial retirement systems. It does not authorize the 
expenditure of any Federal moneys for any employees’ contribution 
to a retirement system. 

A precedent for this type of legislation has been established by the 
enactment of Public Law 587 of the 82d Congress which authorizes 
the Federal Government to withhold from the compensation of 
Federal employees State income taxes. 

The Legislature of the Territory of Hawaii has taken a very strong 
stand in support of this legislation. It has enacted a law to permit 
the field personnel of the Hawaii National Guard to become members 
of the Territorial retirement system, contingent, however, upon 
authorization of payroll deductions for contributions to the retirement 
system. These employees, therefore, will be able to join this retire- 
ment system as soon as authorization is given for payroll deductions 
from their Federal pay as authorized in H. R. 4437. 

I understand also that the Territory of Hawaii has authorized an 
appropriation of $58,000 to be used for the Territory’s share of the 
retirement for these employees as soon as they can become part of 
the Territorial retirement system. 

In Hawaii, as in eight other States, these employees have indicated 
a preference for their own retirement systems rather than being 
included in the Federal social security system. It is estimated that 
approximately 4,000 employees in these 8 States and the Territory of 
Hawaii will be affected by the enactment of this legislation. 

The Department of Defense has stated that it is anxious to facilitate 
the coverage of these employees in their State retirement systems and 
it is believed that the most efficient and economical method of col- 
leeting the employees’ contribution is through payroll deductions in 
the same manner as is now used to collect contributions to the Federal 
social security system and the Federal civil service. 

The Department of the Army on behalf of the Department of 
Defense and the Department of the Interior has submitted favorable 
reports on the legislation and the reports of both Departments have 
been cleared by the Bureau of the Budget. 
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The bill has the support of the Governor of the Territory of Hawaii, 
of the Adjutant General’s Office of the Territory, and the Hawaii 
Government Employees Association. This organization has gone on 
record favoring the legislation in a letter it has addressed to Chairman 
Vinson dated January 23, 1956, and if you have no objection, Mr. 
Chairman, I would like to offer a copy of that letter as a part, of the 
record. 

Mr. Brooks. If there is no objection, it is so ordered. 

(The letter referred to is as follows:) 


May 27, 1955. 
Hon. Cart Vinson, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CHarRMAN: Reference is made to your request to the Secretary of 

Defense for the views of the Department of Defense with respect to H. R. 4437, 

84th Congress, a bill relating to withholding for State employee retirement system 
purposes, on the compensation of certain civilian employees of the National Guard 
| and the Air National Guard. The Secretary of Defense has delegated to the 
Department of the Army the responsibility for expressing the views of the Depart- 
ment of Defense thereon. 

The Department of the Army, on behalf of the Department of Defense, recom- 
mends enactment of H. R. 4437. This legislation would authorize Federal dis- 
bursing officers to make deductions from the wages and salaries earned by certain 
employees of the National Guard and Air National Guard for payment into 
State and Territorial civil service retirement systems. It is believed that such 
legislation is necessary to assure full legal authority for withholding such deduc- 
tions. 

The courts and the Comptroller General of the United States have determined 
that, despite the fact that civilian employees of the National Guard and Air 
National Guard are paid directly from moneys appropriated by the Federal 
Government, those outside the National Guard Bureau are employees of the 
States or Territories. Therefore, such employees are not subject to the Federal 
civil service retirement system. However, the fact that these employees are 
paid by Federal disbursing officers had made it impossible for the States to make 
the necessary payroll deductions of the employee’s contribution into State retire- 
ment systems. Accordingly, in many States, such employees are also denied 
participation in the State retirement system. 

The situation was somewhat alleviated by the Social Security Act Amendments 
of 1954 (Public Law 761, 83d Cong.) which permitted these employees to be con- 
sidered a separate coverage group, thus enabling them to obtain benefits under 
the Federal Social Security Act. Approximately 40 States are now covered by 
the latter law, under which the Federal Government makes the employee’s 
contribution. 

However, benefits under the Federal Social Security Act are not as compre- 
hensive as those afforded under many State retirement systems. In some States, 
participation in State systems is now prevented only by the legal inability to 
collect the employee’s contributions by payroll deductions. In others, the prac- 
tice of employees informally appointing a collector or making individual returns is 
i unsatisfactory. Some States which have elected coverage under the Federal 
Social Security Act will probably prefer inclusion of these National Guard civilian 
employees under the State retirement system if a practical and efficient system of 
payroll deductions is assured. In addition, eight States and the Territory of 
Hawaii have indicated a preference for their own State retirement system by de- 
clining to adopt the benefits under the Federal Social Security Act. The Terri- 
tory of Hawaii has withheld action in anticipation of Federal legislation providing 
for payroll deductions. It is estimated that 4,000 employees in these States and 
the Territory of Hawaii will be immediately affected by enactment of this legis- 
lation. 

The Department of Defense is anxious to facilitate the efficient coverage of 
these employees in their State retirement systems. It is believed that the most 
efficient and economical method of collecting the employee’s contribution to such 
retirement systems is through payroll deductions in the same manner as is now 
used to collect contributions to the Federal social security svstem and the Federal 
civil service retirement system. 
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It should be noted that the proposed bill authorizes only the withholding of 
employee contribution for payment in State and Territorial retirement systems. 
It does not authorize the expenditure of federally appropriated moneys for any 
employer’s contribution in any retirement system. 

While some expense will result from the increased workload of Federal dis- 
bursing officers, uncertainty as to the number of States which will elect to obtain 
the benefits provided by H. R. 4437 makes it impossible to determine the fiscal 
effect of its enactment. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Rosert T. STEVENS, 
Secretary of the Army. 

Mrs. Farrineron. Lt. Col. William B. Blatt of the National Guard 
Bureau is thoroughly familiar with this legislation, and he is here 
today in support of the bill, and any questions of a technical nature 
I am sure he would be happy to answer. 

That concludes my statement, Mr. Chairman. 

Mr. Brooks. We certainly thank you very much for your fine 
statement, Mrs. Farrington. As I understand it, this bill will not 
cost the United States one cent? 

Mrs. Farrineron. No, sir. 

Mr. Brooks. And the employees themselves wish this arrangement? 

Mrs. Farrinetron. Yes, sir. 

Mr. Brooks. Is it a more liberal arrangement? 

Mrs. Farrineron. Is it what? 

Mr. Brooks. Is it a more liberal arrangement? 

Mrs. Farrineton. It is a more orderly procedure. They are not 
in anythirg now. It simply makes it an orderly legal procedure to 
make it possible, as I understand it, to deduct from their Federal 
payroll and put it into the retirement system. 

Mr. Brooks. You referred to the fact they would rather have re- 
tirement this way than to come under the social security system. 

Mrs. Farrineton. I think maybe Colonel Blatt could answer that 
better than I. As I understand it, it is merely the mechanics of the 
thing, to make it very orderly, and it isn’t so orderly the other way. 

Mr. Brooxs. You don’t know whether it is more liberal in its 
payments for retirement benefits than the social security system? 

Mrs. Farrinetron. I am afraid you will have to ask that question 
of Colonel Blatt. 

Mr. Brooks. They wish it? 

Mrs. Farrineton. They wish it definitely. They are not in any 
retirement system now. 

Mr. Brooks. I am going to call on Mr. Johnson, my colleague from 
California. 

Mr. Jounson. I want to comment, Mrs Farrington, on this very 
fine statement. The other day she talked to me about it in my office, 
and I read the data that she gave here today, and I am heartily in 
favor of what you are asking. To me it is just commonsense to give 
these people a chance to develop their own retirement system. After 
all, the National Guard is really a State organization. Why shouldn’t 
they be able to handle their problems as the State rather than being 
engulfed in the Federal system? Not only do I like Mrs. Farrington, 
but her husband was a very, very intimate friend of mine, a very 
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intimate friend, and I am positive that any bill that he would submit 
to Congress, to our committee, would have the utmost merit. I don’t 
know of any more intelligent man or more tolerant individual that I 
have met in my 14 years in Congress than Joe Farrington, and I 
would like to have the bill passed just for the sake of his memory, 
if nothing else, but it is a very meritorious bill. I can’t see any 
objection to it. I hope that we will pass it unanimously. 

Mr. Brooks. Any further questions? 

Mr. Devereux. Mrs. Farrington, is there a voluntary participation? 

Mrs. Farrineton. As I understand it, it is. If the employees 
wish to enter that, they may do so and the Territory of Hawaii has 
appropriated this money, as I understand it, to meet those whoever 
want to participate, as to the amount. 

Mr. Van Zanpt. Could we have the colonel take a position along 
side of Mrs. Farrington, Mr. Chairman? 

Mr. Brooks. Colonel, would you come up and have a seat, sir? I 
will say that Mrs. Farrington has made an excellent statement. She 
always does, however, make a good statement. Have a seat, Colonel. 

Colonel Buarr. Shall I identify myself for the record, sir? 

Mr. Brooks. Yes, sir. 

Colonel Buatr. I am Lt. Col. William M. Blatt, legal adviser to 
the Chief of the National Guard Bureau. I am speaking on behalf 
of the Department of Defense in making the Department of Defense 
report on this bill, Mr. Chairman. 

Mr. Brooks. All right, will you proceed, and Mrs. Farrington can 
remain seated if she will, where she is. 

Colonel Buiatr. I have a prepared statement, Mr. Chairman, which 
I have given to the counsel. 

Mr. Chairman, members of the House Armed Services Committee, 
the Department of the Army, on behalf of the Department of Defense, 
recommends adoption of H. R. 4437, 84th Congress. 

If enacted, this legislation would provide a means for securing the 
regular deduction from Federal payrolls of employees contributions 
into State or Territorial retirement systems. The employees who 
would be affected are the full time civilian employees of the National 
Guard and Air National Guard of the several States and Territories 
whose employment is authorized pursuant to section 90 of the Na- 
tional Defense Act (32 USG 42, 42a) and who are paid from Federal 
funds. 

Although paid from Federal funds, it has been held on a number of 
occasions that they are State rather than Federal employees. Accord- 
ingly, they are ineligible to participate in the Federal civil service 
retirement program. 

The fact that they are paid by the Federal rather than State govern- 
ment has made it impossible for State authorities to make the usual 
deduction of the employees’ contributions into the retirement system. 

The absence of a means of collecting the employees’ contributions 
has resulted in the denial of membership to such employees in the 
Territory of Hawaii, and in an informal and unsatisfactory method of 
collection in the States which extend that coverage. 

Should this legislation be enacted it will not automatically blanket 
in all such employees. Deductions will be made only at the request 
of the particular State or Territory, and then pursuant to agreement 
to be entered into with the Secretary of Defense. This procedure is 
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identical to that prescribed by the act of July 17, 1952 (66 Stat. 765, 
5 U.S. C. 84b) which provides for the withholding of State income 
taxes of Federal employees by Federal agencies. 

The enactment of the legislation will result in no additional expense 
to the Federal Government other than the indirect administrative 
cost incident to making the required deductions and paying over the 
sums so deducted to the designated State official. 

The Bureau of the Budget advised that it had no objection to the 
submission of the earlier report recommending enactment of this 
legislation. 

That concludes my statement, Mr. Chairman. 

Mr. Brooks. Any questions, gentlemen? 

Mr. Van Zanpv. I have a question. 

Colonel, as I understand it, this bill simply makes possible the 
employees of the National Guard of the Territory of Hawaii becoming 
part of a retirement system that is already in effect? 

Colonel Buiatr. That is correct, sir. 

Mr. Van Zanpr. Eight States have been mentioned. Which 
eight States are they? 

Colonel Buarr. The most notable, other than the Territory of 

Hawaii, are New Jersey, which has a combination social security and 
"retirement system, the first and only of its kind; the State of Florida, 
the State of Massachusetts—there are some States that are neither 
under social security nor under their own retirement system at the 
present time and whether they will endeavor to bring these people 
in, I can’t say. However, those, Massachusetts, New Jersey, Florida, 
and Hawaii, are the ones most particularly concerned at this time. 
The State of Washington may also be involved. 

Mr. Jonnson. Mr. Chairman. 

Mr. Brooks. Mr. Johnson. 

Mr. Jounson. Colonel, is this a correct statement of the situation, 
that we have a National Guard in California, an Air National Guard? 

Colonel Buarr. That is correct. 

Mr. Jounson. We also have a retirement system for civil service 
employees of our State. If the National Guard in my State of Cali- 
fornia, of which I was a member at one time, if they desire to accept 
the benefits under the State law or they desire to contribute toward it 
and finally get the retirement that the State law provides, that is 
exactly what you are recommending, is that correct? 

Colonel Buarr. That is correct. In your State, Mr. Johnson, in 
California, you are now under the social security system. If, however, 
your employees also desire to avail themselves of the coverage under 
the State employees retirement system, and they were permitted so 
to do by State law, this law would provide a means of deducting and 
making the payroll deductions and paying into your State retirement 
system. 

Mr. Jounson. As I understand it, you are reflecting accurately the 
position of the Defense Department in your statement? 

Colonel Buatr. That is correct, sir. 

Mr. Jounson. And also the Budget Bureau? 

Colonel Buarr. The statement submitted has been cleared, the orig- 
inal statement. 

Mr. Jonunson. They have no objection to it? 

Colonel Buarr. That is correct. 
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Mr. Brooks. Mr. Devereux? 

Mr. Devereux. Colonel, I don’t know whether my understanding 
is correct. It is permissive legislation so far as the State or Territory 
be concerned, but is it purely voluntary as far as the individual is 
concerned, whether or not he wishes to participate? 

Colonel Buarr. I would say not, sir. In the Territory of Hawaii, 
for example, all Territorial employees when they come in must come 
in and be subject to the retirement system of the Territory, so it is 
probable that a referendum would be held among the employees to 
decide whether they as a group would choose to come in under social 
security or under this retirement system, but should they elect to 
come in under the retirement system, all of them will be brought in 
and thenceforth it will be mandatory that all subsequent employees 
of the military department, or the section 90 type of employees, 
would be required. 

Mr. Devereux. I thought that decision had already been made in 
the case of Hawaii, that the State legislature has gone on record. 

Colonel Buarr. They have only declared in general that these 
people are eligible to become members of the retirement system sub- 
ject only to the passage of a Federal law, or Federal regulation, which 
would permit this payroll deduction and the Territory has appro- 
priated in 1953 the sum of $58,000, as the Delegate said, to make the 
Territory’s contributions, but that is held in suspense pending the 
enactment of this legislation or legislation of this type. 

Mr. Devereux. Then in effect the individual does not have any 
choice if we pass this bill. They will have to participate? 

Colonel Buatrr. That is my understanding. 

Mr. Van Zanpt. Mr. Chairman. 

Mr. Brooks. Mr. Van Zandt. 

Mr. Van Zanpt. Has the Territory of Hawaii passed an enabling 
act that would permit their employees to accept social-security 
coverage also? 

Colonel Buarr. There is-no enabling legislation, Mr. Van Zandt. 
That matter, of course, was settled by the Federal law, which made 
it open to them, and there was discussion in the Territory of coming 
in under tne social-security system. Whether that has been accom- 
plished, I don’t know. 

Mr. Van Zanpt. That would be in addition to the State retirement? 

Colonel Buarr. It could or could not be. The same situation 
exists in Pennsylvania, whether they are deciding whether to come 
in under social security at the present time. It would be a money 
matter as to the employee. If they could afford both the social 
security and Employment Act, and were so inclined, they would be 
entitled to both. 

Mr. Van Zanprt. Mr. Chairman, I think in respect to our deceased 
colleague, Joe Farrington, and in honor of his gracious widow here, 
I move that we report the bill out. 

Mr. Brooxs. Mr. Van Zandt, we have another witness here that 
I would like to hear. He is from the National Guard Association. I 
do think since he is here it would be courteous to hear him. May I 
ask a couple of questions of you, Colonel? 

Colonel Biatr. Yes, sir. 

Mr. Brooks. Since this is going to be compulsory upon the in- 
dividual, that individual is a Federal or State employee? 
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Colonel Buarr. He is a State employee, sir. 

Mr. Brooxs. But paid for by the United States? 

Colonel Buarr. Yes. 

Mr. Brooks. If this is passed, then a deduction from the pay- 
check which he receives from the United States will be made to take 
care of his part of the retirement under State or Territorial laws? 

Colonel Buarr. Yes, sir. 

Mr. Brooks. Then the State or Territory will make its contribu- 
tion. Is that the same contribution in each State or Territory? 

Colonel Buarr. No, sir. It differs as to the retirement advantages 
in the various States and Territories. 

Mr. Brooks. One thing more now: In the event this goes through, 
then they will be a part of the State or Territorial retirement system. 
There is no chance at any future date of an inequitable situation aris- 
ing, is there, because these people are State employees or Territorial 
employees, whereas under the Federal social-security system, assum- 
ing they were later on Federal employees, placed in similar spots, 
they would not be able to be affected from an inequitable viewpoint? 

Colonel Biarr. I am not sure I follow you, sir. There are a num- 
ber of States which now include these individuals under social security. 
They are, however, a separate State coverage group. 

Mr.Brooks. Is that under State social security? 

Colonel Buiatrr. Yes, sir. That is by agreement between the State 
social security agency or administrator, with the Federal Social Secu- 
rity Administration. There is a State contract. 

Mr. Brooks. Our interest along recent years has been to remove 
inequities and not to create inequities, and if this becomes a law and 
these people are put under State or Territorial retirement, there is 
enough difference between other employees, is there not, where no one 
could point to this as an inequitable arrangement whereby, for instance, 
these people might get more or might get less under this system? 

Colonel Biatrr. Well, I believe it would be fair to say that a person, 
for example, who is covered under the Territory of Hawaii’s retirement 
system, would get greater advantages than a man who is just covered 
under the social-security system by virtue of the contribution which 
he has made and by virtue of the contribution which the Territory 
has made. 

Mr. Brooks. Nonetheless, any State might be in position to set 
up their own system according to Hawaii and there would be no objec- 
tions as far as this legislation is concerned. 

Colonel BLarr. None whatever, Mr. Chairman. The big obstruc- 
tion to that problem probably would be this: In a number of the 
States, such as New York, and I don’t know how the Louisiana attor- 
ney general feels about it, there is controversy as to whether these 
people are in fact State employees, although the Federal Government 
says they are not Federal, but State employees, the States do not all 
agree that that is a proper solution. 

Mr. Brooks. That is exactly what I am driving at. Are they 
subject to the Hatch Act, for instance? 

Colonel Biarr. They are paid from Federal funds and it is my 
recollection of the Hatch Act that it applies to those persons who are 
paid from Federal funds, irrespective of whether they are Federal 
employees in a pure sense. 
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Mr. Norsiap. You wouldn’t apply that to a Congressman, would 
you? Thisisan election year, you know. 

Mr. Jounson. The payment by the National Government for 
drilling is by virtue of an old contract, isn’t it, between the National 
Government and the National Guard in each State? 

Colonel Buarr. I don’t know that I understand you, sir. This 
applies only to civilian employees rather than to National Guard 
men as such. It has nothing to do with drill pay. It has to do with 
these full-time, 30-days-a-month, eight-hours-a-day mechanics, and 
so forth. 

Mr. Jounson. That is why I raised the question. You mean the 
15-day period applies to the men who drill? 

Colonel Buart. This does not apply to that group. 

Mr. Brooks. These are State employees and they are not subject 
to the State act. If they are State employees, they would naturally 
come under a Territorial retirement system. 

Mr. Van Zanpvt. Let’s get to the other witness. 

Mr. Brooks. General Walsh, will you come up and sit beside this 
lovely lady? 

Mr. Ducanper. Colonel Blatt, before you go, please, my informa- 
tion is there are eight States besides the Territory of Hawaii which 
want to have their own State retirement sysiem. 

Colonel Buatr. That was the latest indication we have. 

Mr. DucanpeEr. You don’t have the names of the States? 

Colonel Buatr. I don’t have them now. 

Mr. Ducanper. Will you submit them for the record? 

(The information is as follows:) 


DEPARTMENTS OF THE ARMY AND THE AIR FORCE, 
NATIONAL GUARD BUREAU, 
Washington, D. C., January 26, 1956. 
Hon. Car VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington, D. C. 
(Attention: Mr. Charles F. Ducander.) 


DearR Mr. CuHarrRMAN: Pursuant to the request made by Mr. Charles F. 
Ducander, counsel for the Brooks subcommittee of the House Committee on 
Armed Services at the January 25, 1956 hearing on H. R. 4437, relating to with- 
holding for State employee retirement purposes, on the compensation of certain 
civilian employees of the National Guard and the Air National Guard, the fol- 
lowing information is furnished. 

In addition to the Territory of Hawaii, the States of Connecticut, Florida, 
Indiana, Maine, Massachusetts, Minnesota, New Jersey, and Washington have 
indicated a desire to avail themselves of the benefits which this legislation would 
provide. 

New Jersey has also provided social-security coverage for its employees. 
Indiana has been in the process of negotiating for social-security coverage, but 
has indicated that it would maintain both social-security and retirement-system 
coverage. 

Approximately 4,700 employees will be involved according to a report from 
the States obtained in response to an inquiry from the National Guard Bureau 
in June 1955. Broken down by States, the number of affected employees is as 
follows: Connecticut 390, Florida 400, Indiana 400, Maine 271, Massachusetts 
850, Minnesota 568, New Jersey 860, Washington 525, Territory of Hawaii 375. 

If any further information is desired, the National Guard Bureau will be 
happy to furnish it. 

Sincerely yours, 
WILu1AM M., Buart, 
Lieutenant Colonel, J AGC, 
Legal Adviser. 
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General Wausau. I think we can get them for you, Mr. Ducander. 

Mr. Chairman, gentlemen, it is always a privilege for us to appear 
before this committee in connection with legislation pertaining to us, 
and the delegate from Hawaii has made such a clear and compre- 
hensive statement that I see no point in repetition, so with your 
permission I will file for the record this very brief statement and then 
just talk orally for a moment. 

Mr. Brooks. Is that statement in support of the bill? 

General Watsu. Yes, sir. 

Mr. Brooks. The National Guard Bureau supports it? 

General WatsH. The National Guard Association. 

Mr. Brooks. Association, yes. 

Mr. Norsiap. I second Mr. Van Zandt’s motion. 

General Watsu. There are at the present time approximately 
24,000 of these Army and Air technicians in the National Guard who 
are denied any system of retirement unless they can be covered into 
a State system and the latest information we have: there are 12 
States who now have a retirement system whereby these men can 
be covered in and we understand that when the legislatures of other 
States next meet they will enact enabling legislation under this 
authorization so that these men then can contribute to that State 
retirement fund, and the appropriate disbursing office will be author- 
ized under this bill to make whatever the deductions may be. 

The State systems, as Colonel Blatt pointed out, vary to a con- 
siderable extent, some with social security, some without it. 

Generally speaking, the deductions approximate 4% percent of 
the monthly pay. 

Mr. Van Zanprt. Is that divided between the individual and the 
State? 

General Watsu. Well, all these funds, retirement funds, are set 
up generally on an actuarial basis and the big thing is to keep the 
fund solvent. The States, by their own laws, provide the super- 
vision, trustees or State officials, and of course, those retirement 
funds are subject to audit by the public examiner of the State, but 
the main thing is they must be kept solvent, and so in a number of 
States, where the 4% percent is not sufficient to keep the fund solvent, 
then the State legislatures make a given appropriation year after vear, 
or biennium after biennium. 

I think eventually that most of the States will have a retirement 
system along those lines whereby these men can be covered in. Of 
course, if a State has no retirement system these men are out in the 
cold and there is nothing that can be done for them. 

One of the reasons that the States are so insistent that this enabling 
legislation be obtained is they are encountering all sorts of complica- 
tions. Men get accustomed to sending in a certain sum of money 
each month. oe forget then when an adjustment comes in their 
pay, either upward or te wnward. The contributions come in in all 
sorts of ways. Sometimes they will remit in cash, because remember, 
some of these employees are in the very lowest grades. They are 
lost. They will write a check and it will come back marked insufficient 
funds, or they will forget to do it, which not infrequently happens so 
these States have encountered an awful lot of complications. This is 
the simple way. Whatever the State rate is, let’s say 4% percent, the 
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finance officer deducts it, remits as it is remitted on the Federal side 
to the State concerned, and that is it. 

So Mr. Chairman, and gentlemen of the committee, we strongly 
recommend the approval of the bill and we were of course very happy 
when the Department of Defense approved the enactment of this 
legislation. 

Mr. Brooks. Thank you very much, General Walsh. 

You have heard the motion, gentlemen, duly seconded. Are all in 
favor of reporting H. R. 4437? 

If so, will you make it known by saying ‘‘Aye?” 

All eineeea? 

It is unanimously carried. It is reported to the full committee. 

Mr. Johnson will report it next session next Tuesday. 

The next bill is H. R. 2111, to authorize the Secretaries of the Army, 
the Navy, and the Air Force, with the approval of the Secretary of 
Defense, to cause to be published official registers for their respective 
services. 


(The bill referred to is as follows:) 


[H. R. 2111, 84th Cong., Ist sess.] 


A BILL To authorize the Secretaries of the Army, the Navy, and the Air Force, with the approval of the 
Secretary of Defense, to cause to be published official registers for their respective services 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretaries of the military departments, 
with the approval of the Secretary of Defense, are authorized to have published, 
annually or at such times as they may designate, official registers containing the 
names of and pertinent data relating to such officers of the Regular and Reserve 
components of their respective services and such other lists as they may deem 
appropriate. 

Sec. 2. All laws or parts of laws requiring the periods publication of an official 
register of the Army, of the Navy, and Marine Corps, and of the Air Force, and 
prescribing the contents thereof, including, but not restricted to, provisions relating 
to lists of names, grades, pay and emoluments, and personal data inconsistent with 
the provisions of this section are repealed and such repeal shall include but shall 
not be limited to the following Acts or parts of Acts: 

(a) Section 2 of the Act of June 18, 1878 (20 Stat. 149). 

(b) So much of section 1226, Revised Statutes, as reads, ‘‘The highest volunteer 
rank which has been held by officers of the Regular Army shall be entered, with 
their names respectively upon the Army Register.” 

(c) So much of section 1256, Revised Statutes, as reads, ‘‘continue to be borne 
on the Army Register, and shall’’. 

(d) The ultimate proviso of section 1 of the Act of May 24, 1928 (45 Stat. 735). 

(e) The words “and directed” in the seventh line of the Act of February 28, 
1929 (45 Stat. 1409). 

(f) So much of the first sentence of section 201 of the Act of June 29, 1948 (62 
Stat. 1084), as reads, “to be published annually in the official register of the 
service concerned’’. 

(g) So much of section 301 (a) of the Act of June 29, 1948 (62 Stat. 1087), as 
reads, ‘‘to be published annually in the official register of the service concerned’’. 

(h) So much of section 1457, Revised Statutes, as reads, ‘‘and continue to be 
borne on the Navy Register’. 

(i) So much of section 1406, Revised Statutes, as reads, ‘‘and shall be entered 
upon the Naval Register’’. 

Sec. 3. There are hereby authorized to be appropriated such funds as may be 
necessary to carry out the purposes of this Act. 


Mr. Ducanpsr. We had this bill in the last Congress. 
Mr. Van Zanpr. What did we do with it? 

Mr. Ducanprr. We passed it. 

Mr. Brooks. Do we have a witness on this? 

Mr. Ducanper. Yes, sir; Colonel Tanner. 

Mr. Brooks. Have a seat, Colonel Tanner. 
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STATEMENT OF COL. JAMES D. TANNER, UNITED STATES ARMY 


Mr. Brooks. Colonel, do you have a statement, sir? 

Colonel TANNER. Yes, sir; Mr. Chairman and members of the com- 
mittee, I am Col. James D. Tanner, Office of the Adjutant General, 
Department of the Army. I have been requested to represent the 
Department of Defense in connection with the hearings on this bill. 

| have a brief prepared statement which I would like to present to 
the subcommittee. 

The Army and Navy Registers are authorized in various laws, parts 
of laws, and resolutions dating as far back as 1812. The only legal 
basis for the publication of an Air Force Register is an assumption 
that the laws relating to the Army Register are applicable to the 
Air Force, and the references to an Air Force Register in sections 201 
and 301 (a) of Public Law 810, 80th Congress (62 Stat. 1081), the 
are and Air Force Vitalization and Retirement Equalization Act 
of 1948. 

This bill would repeal the several miscellaneous statutes relating to 
the contents of the registers and enact one provision of law applicable 
to all the Armed Forces, giving the Secretaries of the military services, 
under the direction of the Secretary of Defense, general authority to 
publish registers listing the names and containing pertinent data relat- 
ing to officers of the Regular services and certain of the Reserve com- 
ponents. It would authorize each Secretary concerned, with approval 
of the Secretary of Defense, to publish official registers annually or at 
such times as they may designate. The provision “or at such times 
as they may designate” would authorize the Department of Defense 
to dispense with the publication of the registers each year during an 
emergency, state of war, or other exigency which might arise. Present 
laws which provide for various lists to be published in the official 
register require that they be published annually in the official register 
of the service concerned. 

Several recent laws have increased the number of various categories 
of retired lists which must be published in the register. 

This legislation would provide for combining these various cate- 
gories of retired lists, except Regular Army Retired, into one combined 
list, would permit the exclusion of certain matter no longer considered 
necessary, such as the list of personnel who participated in the yellow- 
fever experiment, and would invest authority with the Department of 
Defense for publishing needed data in the official registers in such a 
manner as to facilitate operations and to promote efficiency in perform- 
ing administrative functions affecting each register. 

H. R. 2272, 83d Congress, passed the House of Representatives on 
July 7, 1953. That bill is similar to the one now under consideration. 

In view of the foregoing the Department favors enactment of this 
bill. 

I have appreciated this opportunity of appearing before the sub- 
committee and shall be happy to answer any questions you may have 
on this bill. 

That is the end of my prepared statement, Mr. Chairman. 

Mr. Brooks. Is this bill different from the one we passed last year? 

Colonel Tanner. No, sir. In no respect. 

2 wide Brooks. Is it any different from the one we passed the year 
efore? 
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Colonel Tanner. No, sir; it is identical. 

Mr. Brooks. Have we any assurance it is going to go through the 
other body? 

Colonel Tanner. I was not stationed here in those years, sir, so I 
do not know why the Senate did not take it up, but, as I am sure the 
committee knows, it is part of the Department of Defense legislation. 
It will not cost one penny. It will give a certain recognition and 
respectability, if that is the word, to the registers of the three services, 
particularly the Air Force, which have inherited their right and author- 
ity to publish a register more or less from the Army. 

I might say, sir, that the Department recognizes that there is no 
necessity for the Congress to authorize either of the 3 military depart- 
ments to publish a register as such, since there is not only ample 
precedent but it could be regarded as an administrative vehicle, which 
any of the 3 Secretaries could and should publish, as a desirable and 
widely used bible, if I might say, comparable to the Congressional 
Register as it affect the Congress. 

However, we are attempting to in effect put the horse back in front 
of the cart and instead of having a great number of minor references 
to this and that being incorporated in the Army, Navy, or Air Force 
Register, we would like to start now with the register and above all 
leave and give the Secretary of Defense and his three service Secre- 
taries, enough flexibility and leeway to be able to carry out the future 
dictates of the Congress as to what lists should be published, but leave 
to them the means, that is, the how. 

For example, in the Army we now publish in volume 2 of the Army 
Register the AUS, the Army of the United States retired lists. 

Mr. Van Zanpt. How frequently do you publish them? 

Colonel Tanner. Annually. 

Mr. Jounson. Is this only for Regular officers? 

Colonel Tanner. No, sir; although primarily in the Army at least 
itis. The Army has technically 2 volumes, actually 2 of any size, the 
first of which is Regular Army only, active and retired; the second of 
which grew out of the provisions of PLA 10, which is the so-called 
AUS Reserve and other retired lists. That contains the names of all 
Reserve and National Guard officers who have retired and who receive 
compensation. In addition, it includes a few Regular officers on the 
temporary retired disability list, who in time will either die, be restored 
to duty, or put back on the Regular Army retired list, depending on 
their physical status. 

We have a final so-called volume 3, consisting of only six pages, and 
at no expense to speak of, which recognizes those officers who served 
in World War II primarily, and who left the Army without being 
eligible for retirement and therefore do not get any compensation. 

Their names are printed as a recognition, purely by the Secretary of 
the Army, and I might say, sir, that that, again, gives us another rea- 
son for desiring this legislation, because as moral reasons appear, such 
as this honorary retired list, the Secretary feels that with the Congress 
giving legality and blessing to the Army register this would be a 
fitting place for such a small list as the honorary retired list. 

Mr. Brooks. Colonel, I think we ought to know what these—in 
fact, I think the subcommittee ought to read the bill if we are going to 
proceed to vote on it, because there are a good many changes of law 
here that are not explained in the bill. Would you take that up, Mr. 
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Ducander, and read the bill and when we come to the changes, why 
the colonel can give us the information on them now? 

Mr. Ducanper. Yes, sir. Do you want just the changes, Mr. 
Chairman? 

Mr. Brooks. You had better read the whole bill. 

Mr. Ducanper. All right, sir. Reading on page 1, line 3: 

That the Secretaries of the military departments, with the approval of the Secre- 
tary of Defense, are authorized to have published, annually or at such times as 
they may designate, official registers containing the names of and pertinent data 
relating to such officers of the Regular and Reserve components of their respective 
services and such other lists as they may deem appropriate. 

Sxc. 2. All laws or parts of laws 

Mr. Brooks. Wait just a minute. When you finish that section 
we have some questions. 

Mr. Jounson. Colonel, would you describe what you mean by 
‘pertinent data?” What does that term mean specifically? Does 
that give the birth, number of children, who they married? What is 
the data that you put in there? 

Colonel Tanner. The greatest use, Mr. Johnson, which the register 
receives throughout the armed services—and this applies to all three— 
is for pay purposes, computation of what we call basic date of rank, 
total amount of active Federal service, when that has a factor; in 
other words, it takes the place in the case of the Regular Army of a 
statement of service, which is a rather expensive piece of paper to 
crank out should we not have the register. If every disbursing officer 
had to come into the Pentagon and say, ‘‘We need verification that 
this officer has 23 years 6 months 8 days,’ for example, we would 
have to compute that by going completely through bis 201 file, which 
would take a lot of Army clerks. 

They would accept the Army Register which is an official list. 

Mr. Jounson. J have it. 

Mr. Brooks. It is for information. 

Mr. Norsrap. The only personal data is the date of birth and 
graduation from school. Doesn’t it give the class at West Point? 

Colonel Tanner. Partly, except it includes his education, awards 
and decorations, his promotion list number, which is of course very 
important. 

Mr. Norsiap. Nothing about the family and children like we do 
in the Congressional Directory? 

Colonel TANNER. No, sir. This is for promotion, relative rank; if 
for instance we look at a court-martial we can look at the register 
and tell in a minute who should sit where. 

Mr. Brooks. Let’s take up section 2. 

Mr. Ducander. 

Mr. DucanpbeEr (reading): 





All laws or parts of laws requiring the periodic publication of an official register 
of the Army, of the Navy, and Marine Corps, and of the Air Force, and prescribing 
the contents thereof, including, but not restricted to, provisions relating to lists 
of names, grades, pay and emoluments, and personal data inconsistent with the 
provisions of this section are repealed and such repeal shall include but shall not 
be limited to the following acts or parts of acts: 

(a) Section 2 of the act of June 18, 1878. 


Colonel Tanner. That, sir, is an ancient act which requires, and 
this applies to the Army only, which requires that the Secretary of 
War shall keep a list by arm or service of the lineal rank of each 
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officer. The point here, Mr. Chairman, is the fact that at that time, 
in 1878, and in fact until 1899 I believe the Artillery for example 
had its own promotion list and the Infantry and Cavalry. That points 
up one reason we would like to get in effect this part of the original 
law off the books, because as you know, there is no more Cavalry, 
there is no Coast Artillery and it simply illustrates that reorganization 
and change which we also anticipate for the future, may and we think 
should give the Secretary of the Army in this case discretion to change 
his list to fit the new organization. 

Mr. Brooks. Any questions? 

If not, proceed with the next. 

Mr. DucaNnpmr (reading): 

(b) So much of section 1226, Revised Statutes, as reads, ‘‘The highest volunteer 
rank which has been held by officers of the Regular Army shall be entered, with 
their names respectively upon the Army Register.” 

Colonel TANNER. My comment there, gentlemen, is that this is a 
post-Civil War provision which sought to recognize the so-called brevet 
rank, which, again, is of course no longer used, and we have something 
comparable possibly in our present-day temporary rank of officers of 
both the Regular and Reserve components and we do show that in 
the Army Register but we do not show it in this terminology. 

Mr. Brooxs. Why don’t we rewrite that instead of eliminating it 
if it is not used now? 

Colonel Tanner. Well, sir, I would say it hardly applies anymore, 
Mr. Chairman. Technically we do not have a volunteer rank. It is 
just an archaic term. We do have temporary rank but that in turn 
is based upon more recent acts of the Congress, such as the Career 
Compensation and the new Revitalization Act. 

Mr. Brooks. So this will repeal that? 

Colonel Tanner. Yes, sir. 

Mr. Brooks. Mr. Norblad? 

Mr. Norsiap. These are all technical changes. If committee 
counsel has gone into them and is satisfied, since there are 8 or 10 
coming up, why couldn’t we waive them? 

Mr. Ducanper. I have them all and | would like to offer a state- 
ment by Col. C. M. Boyer for the record. 

(The statement is as follows:) 


STATEMENT BY C. M. Boyer, Executive Director, RESERVE OFFICERS 
ASSOCIATION CONCERNING H. R. 2111 


I am C, M. Boyer, the executive director of the Reserve Officers Association. 
We appreciate, as always, the courtesy of the committee in permitting us to 
testify on H. R. 2111. 

The association heartily supports the enactment of this proposed legislation 
and recommend that the bill be enacted 


Mr. Brooks. Then we will consider the bill as read. Any other 
bills to take testimony on? 

Mr. DucanpeEr. Yes, sir. 2108. 

Mr. Brooks. We will now take up H. R. 2108. 

(The bill referred to is as follows:) 
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[H. R. 2108, 84th Cong., Ist sess.] 


A BILL To repeal certain laws relating to professional examinations for promotion of medical, dental, and 
veterinary officers of the Army and Air Force 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the following laws are repealed: 

(1) Section 5 of the Act of April 23, 1908 (ch. 150, 35 Stat. 67), as amended. 

(2) The proviso under the heading ‘‘ MEDICAL DEPARTMENT” of the Act of March 
3, 1909 (ch. 252, 35 Stat. 737). 

(3) The Act of October 6, 1917 (ch. 101, 40 Stat. 397). 

(4) The last sentence of section 24c of the Act of June 3, 1916 (ch. 134, 39 
Stat. 166), as added by section 24, chapter I, of the Act of June 4, 1920 (ch. 
227, 41 Stat. 774), as amended. 


Sec. 2. The third sentence of section 24c¢ of the Act of June 3, 1916 (ch. 134, 
39 Stat. 166), as added by section 24, chapter I, of the Act of June 4, 1920 (ch. 
227, 41 Stat. 774), and as restated in section 507 (d) (1) of the Officer Personnel 
Act of 1947 (ch. 512, 61 Stat. 894) is amended to read as follows: “‘ Existing laws 
providing for the examination of officers for promotion are repealed, except those 
relating to physical examination, which shall continue to be required for promotion 
to all grades below brigadier general.”’. 

Colonel TownseEnp. I am Col. Frank M. Townsend. 

Mr. Ducanper. This is Colonel Townsend, who is testifying in 
place of Colonel Hoey, who couldn’t be here this afternoon. 

Mr. Brooks. Just have a seat, sir. 

You have a prepared statement? Will you proceed with it? 

Colonel Townsenp. I do, sir. Mr. Chairman and members of the 
committee, I am Col. Frank M. Townsend. I am testifying in place 
of Colonel Hoey, who could not be here this afternoon. I am a 
member of the Air Force Surgeon General’s staff. 

I am here to present the reasons why the existing statutory require- 
ments for professional examinations for permanent promotion of 
medical, dental and veterinary officers of the Army and Air Force 
should be repealed. 

These requirements are found in sections 101, 102, 103, 125, 143a, 
and 555a of title 10 of the United States Code Annotated. Under 
the terms of the law, these requirements of professional examinations 
apply to permanent promotion of medical, dental and veterinary 
officers. Such requirements were first enacted for medical officers 
in 1908, for dental officers, in 1917; and for veterinary officers, in 1920. 
Such examinations still constitute requirements upon the medical 
services of the Army and Air Force except when they are in suspense, 
as they are at the present time. For promotion purposes, they were 
suspended during World War II and again have been in suspense 
since the issuance on June 28, 1951, of Executive Order 10262. This 
suspense is for the duration of the national emergency proclaimed 
by the President on December 16, 1950. 

The reason for seeking the repeal of the requirements of these 
professional examinations lies in the contrast between the situation 
in which the Army medical service found itself back in the early 
1900’s when these examinations were first required and the situation 
in which both Army and Air Force medical services find themselves 
today. As a matter of general background, I might point out that 
admission to the medical, dental, and veterinary professions is much 
more selective today than it was when the requirements for military 
professional examinations were first written into law in the early 
1900’s. 
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Since that time, there has been a progressive standardization of 
requirements for the practice of these professions, always in the 
direction of more rigid eligibility qualifications. 

Specifically, for purposes of promotion, professional examinations 
by the military medical services have been completely outdated by 
the enactment of the Officer Personnel Act of 1947, which increased 
the significance of effectiveness reports by setting up the require- 
ment of promotion by selection and thereby imposing a requirement 
of more thorough recording of professional competence and promo- 
tion suitability. Effectiveness reports for professional officers of the 
medical services reflect not only the individual’s general capabilities, 
but also his professional competence. 

The combination of effectiveness reports and selection board review 
makes possible a much more intelligent decision as to the qualifications 
for promotion than written examinations alone afforded in the past. 
Attention is called to the fact that since the establishment of this 
selection board procedure under the Officer Personnel Act (except 
during suspension of the professional examination by Executive order) 
medical, dental, and veterinary officers of the Army and Air Force 
have been compelled to undergo a dual review for promotion (a 
professional examination plus investigation by the selection board), 
in contrast to the single requirement of selection board investigation 
imposed upon line officers and all professional officers except those of 
the medical service. This dual review jis unnecessary. 

There is the further consideration of the difficulty of assembling 
promotion boards in remote areas. The assembling of a board of 
examiners of sufficient competence to examine a specialist in one of 
the medical fields is even more difficult. 

The very fact that suspension of this requiremeat of professional 
examinations for promotion purposes is necessary during a war or 
national emergency clearly illustrates the fact that such exeminations 
do impose hardship and I might add, an unnecessary hardship. 

For example, prior to the 1951 suspension under Executive Order 
10262, medical, dental and veterinary officers in Korea who were 
under consideration for promotion had to be called to Japan to meet 
with examining boards. In wartime particularly, this constitutes an 
unnecessary interruption of needed professional service. 

Gentlemen, I would like to stress that for reasons of economy this 
unnecessary requirement should be removed. The saving of funds 
involved in the travel of examiners and examinees and the adminis- 
tering of these undesirable examinations will be considerable. 

In closing, may I summarize the reason why these statutory require- 
ments of professional examinations are no longer necessary. For 
promotion purposes, the military services have in recent years insti- 
tuted a procedure which obviates the necessity for professional 
examinations. In the process of passing the Officer Personnel Act, 
there was failure to direct attention to the logic of repealing the 
earlier requirement of professional examinations which those pro- 
visions of the Officer Personnel Act relating to selection boards made 
obsolete. And, finally, not only are these professional examinations 
unnecessary, but they also cause undue hardship and expense. 

Mr. Brooks. Thank you very much, Colonel. 
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I would like to ask our counsel this question: Did we put through 
the full committee yesterday the bill which would eliminate these 
promotion boards? 

Mr. Ducanper. Well, the bill that we had in the full committee, 
Mr. Chairman, was a bill which amended the law concerning exam- 
ining boards of the Navy. 

Mr. Brooks. And promotion boards? 

Mr. Ducanperr. Well, they are in a sense promotion boards inas- 
much as a person has to go before an examining board and be profes- 
sionally examined before being considered for promotion. 

Mr. Brooks. Is there anything in this act that would clash with 
what we did yesterday? 

Mr. Ducanper. | don’t think there is. This is for doctors, pro- 
fessional examinations. 

Mr. Brooks. As I understand the statement, then, this bill will 
simply eliminate the necessity of special examinations prior to con- 
sideration for promotion of medical personnel? 

Mr. Ducanper. Yes, sir. 

Mr. Brooks. You don’t have those examinations for other per- 
sonnel? 

Colonel TownseEnp. No, sir. 

Mr. Brooks. They are still provided by separate statutes for doc- 
tors, dentists, and veterinarians? 

Colonel TownsEnp. Yes, sir. 

Mr. Brooks. Do you still have veterinarians in the service? 

Colonel TownsEnp. Yes, sir, both the Air Force and the Army 
have them. 

Mr. Brooks. It would be operative as to those three professions? 

Colonel TowNsEND. Yes, sir. 

Mr. Brooks. This would eliminate the examinations, and the 
necessities for promotion are taken care of by the officer promotion 
act that we passed some time ago. 

Colonel Townsenpb. That is correct. 

Mr. Brooks. Any questions? 

Mr. Norsuap. I understand specifically your higher officers do not 
have to have an examination under law to get promoted. 

Colonel TownsEenpb. That is correct. 

Mr. Jounson. Why did this exist so many years? We have gone 
through three wars since this thing started. I can’t understand why 
the Department would let a thing drag like that and get everything 
messed up. 

Colonel Townsmnp. That I cannot answer, sir. 

Mr. Devereux. They didn’t have selection boards before. 

Mr. Jonnson. That is true, they didn’t have selection boards, 
but they had these men way back in 1908 who followed some of the 
rules of that day. 

Colonel Townsenp. At the time that that was enacted there was a 
need for it because at that time our medical schools were not nearly 
to the standard they are today and there was probably some questions 
sometimes of competence, professional competence, sir. 

Mr. Jounson. Of course, the Armed Forces was very small. We 
didn’t have the 3 million force like we do now. 
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Mr. Brooks. If the gentleman will yield, I would like to ask this 
question of the colonel 

Mr. Jonnson. Certainly. 

Mr. Brooks. We are now taking into service medical officers who 
have physical defects, and physical disabilities. Now, if they under- 
went this examination, would that preclude them from promotion? 

Colonel Townsenpb. This examination applies to permanent pro- 
motion of the Regular officers. 

Mr. Norsuap. This is not physical but a professional examination. 

Colonel TownsEnp. It may be a written or oral professional 
examination. It has nothing to do with the physical. 

Mr. Brooks. It is not a physical examination? 

Colonel Townsenp. No, sir. The physical examination as cur- 
rently required would continue. It does not affect that in the least, 

Mr. Brooks. You waived the physical requirements in many cases 
for men that are unable to get around, to be taken into the profession, 
into the medical service. 

Are there any further questions? 

Mr. Ducanper. Mr. Chairman, I would like to have the record 
show, if you please, why the Navy is not included in the bill. 

Colonel TownsenD. The Navy has, in my understanding, the 
Navy has a different system which has examinations for all officers, 
both line and medical, whereas in the case of the Army and Air Force 
this only applies to officers in the medical service. That is my under- 
standing, the basic difference between the Air Force and Army position, 
on the one hand, and the Navy, on the other. 

Mr. Ducanper. I wanted you to understand, Mr. Chairman, that 
the Navy will continue to have professional examinations for its 
doctors, but the Army and Air Force will not. However, in the Navy 
all officers must take an examination. In the Army and Air Force 
only the doctors are singled out to be examined. 

Mr. Norsuap. Professional, not physical. 

Mr. Ducanp_Er. Yes, sir. 

Mr. Norsuap. A JAG officer has to take a legal examination. 

Mr. Ducanper. In the Navy. I don’t know that it is like a bar 
examination, Mr. Norblad. I assume he must appear before a board 
or must qualify professionally for his advancement in rank. 

Mr. Norsuap. I passed a bar examination some 20 years ago, but 
I would certainly hate to take one tomorrow. 

Mr. Van Zanpr. What are the requirements in the Marines? 

Mr. Ducanper. The same as in the Navy, I understand. 

Mr. Brooks. If there are no further questions, thank you very 
much, Colonel. 

That is the last bill? 

Mr. DucanpeEr. Yes, sir. At this time I would like to offer for 
the record a letter from the American Medical Association. 

(The letter is as follows:) 
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AMERICAN MEDICAL ASSOCIATION, 
WASHINGTON OFFICE, 
Washington 5, D. C., January 23, 1956. 
Hon. Cart VINSON, 
Chairman, House Committee on Armed Services, 
House Office Building, Washington 25, D. C, 

Dear Mr. Vinson: In response to your invitation of January 17 to our associa- 
tion to testify on H. R. 2108, we transmitted our acceptance on January 19, 
After studying the bill and in the interest of saving the committee’s time, we have 
decided to submit this letter in lieu of a witness. 

The American Medical Association is in full accord with the purposes and 
provisions of H. R. 2108. 

Sincerely yours, 
Grorce F. Lutu, M. D. 


Mr. Brooks. The committee will now go into executive session. 
(Whereupon, at 3:18 p. m. the subcommittee proceeded into execu- 
tive session.) 






































[No. 53] 


SUBCOMMITTEE HEARINGS ON H. R. 7994, DEPENDENT MEDICAL 
CARE BILL 


House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, SUBCOMMITTEE No. 2, 
Washington, D. C., Monday, January 23, 1956. 


The subcommittee met at 10 a. m., Hon. Paul J. Kilday (chairman 
of the subcommittee) presiding. 

Mr. Kitpay. The committee will be in order. 

We begin hearings this morning on H. R. 7994, a bill to provide 
medical care for dependents of members of the Armed Forces. 


(The bill follows :) 
[H. R. 7994, 84th Cong., 2d sess. ] 


A BILL To provide medical care for dependents of members of the Armed Forces of the 
United States, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Arméd 
Forces Dependents Medical Care Act of 1956”, 


TITLE I 


Sec. 101. The Congress declares it to be the purpose of this Act to provide an 
improved program of medical care for dependents of members of the Armed 
Forces. The Congress believes that it is sound public policy to provide such an 
improved program of medical care as an important factor in the creation and 
maintenance of high morale throughout the Armed Forces because it assures 
military personnel at home and overseas that the medical care of their deperdents 
is being provided for by the Department of Defense. 

Sec. 102. Dependents of members of the Armed Forces shall be authorized 
medical care in accordance with the provisions of this Act as implemented by 
regulations prescribed by the Secretary of Defense, and approved by the 
President— 

(a) in military medical facilities subject to the availability of space, 
facilities, and capabilities of the medical staff ; 
(b) through an insurance plan as provided by section 104 of this Act. 

Dependents of active duty personnel who elect to participate in an insurance 
plan or plans may elect to receive medical care under the terms of this Act in 
either military or civilian medical facilities. 

Sec. 103. (a) Whenever requested, medical care shall be given dependents of 
members of the Armed Forces in military medical facilities subject to the avail- 
ability of space, facilities, and the capabilities of the medical staff, and any 
determination made by the cognizant medical authority as to availability of 
space, facilities, and the capabilities of the medical staff, shall be conclusive. 
The medical care of dependents of members of the Armed Forces provided for 
in military medical facilities shall in no way interfere with the primary mission 
of the military medical services to provide proper medical care for military 
personnel. 

(b) The Secretary of Defense shall establish charges for any subsistence 
given dependents of members of the Armed Forces in connection with medical 
-are in military facilities. 

(c) As a restraint on excessive demands for medical attention in military 
medical facilities, minimal charges may be imposed for outpatient care but 
such charges shall be limited to such amounts, if any, as may be established by 
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the Secretary of Defense pursuant to a special finding that such Sara are 
necessary. ac 

(d) Any amounts that are received in payment for Sohaistines ahd medical 
care rendered dependents in military medical facilities shall be deposited to the 
credit of the appropriation supporting the maintenance and operation or sub- 
sistence of the military medical facilities furnishing the care. 

(e) In order to provide more effective utilization of military medical facilities 
under the terms of this Act, the Secretary of Defense shall prescribe regulations 
to insure that the dependents shall not be denied equal opportunity for medical 
care due to the service affiliation of the dependent’s sponsor. 

Sec. 104. The Secretary of Defense is authorized to contract for the medical 
care, under the provisions of this Act, of dependents of those members of the 
Armed Forces defined in section 105 (a) (1) of this Act, under such private 
insurance plan or plans as he shall deem appropriate, subject to the following 
limitations: 

(a) Members of the Armed Forces shall be entitled to participate in such 
plan or plans upon filing of an application to participate on forms provided by 
the Department of Defense. 

(b) The Secretary of Defense in contracting for such insurance plan or plans 
shall provide for— 

(1) a basic plan to provide those services authorized in section 106 of this 
Act for the spouse and children of eligible members ; 

(2) an optional plan providing those services authorized in section 106 of 
this Act for the dependent parents and dependent parents-in-law of eligible 
members ; and, 

(3) an optional plan providing additional medical care not otherwise 
authorized in section 106 of this Act for dependents of eligible members. 

The member of the Armed Forces shall contribute 30 per centum of the monthly 
cost of the basic plan as authorized in subsection 104 (b) (1) and the entire 
monthly cost of the optional plans authorized in subsections 104 (b) (2) and 
104 (b) (8). 

(c) No contract shall be entered into, and no private insurance plan or plans 
shall be approved, under the terms of this Act, unless the period of coverage for 
hospitalization is not less than four months. 

(d) Where a dependent covered under an insurance plan under subsection 
104 (b) (1) requires hospitalization beyond the period of time provided under 
his insurance coverage, such dependent may be transferred to a military medical 
facility for the continuance of the necessary hospitalization. Where movement 
to a military medical facility is not feasible, the expense for the additional 
hospitalization required by such dependent in a civilian facility is hereby 
authorized. 

(e) Payment by a member of the Armed Forces of his share of the cost of the 
premium of such private insurance contract shall be by allotment of pay as the 
Secretary of Defense shall prescribe. 

(f) The Secretary of Defense, in contracting for such insurance plan or plans, 
shall provide that when dependents of members of the Armed Forces participating 
in such plan are cared for in military medical facilities, the insurance plan shall 
reimburse the appropriation supporting the maintenance and operation of the 
military medical facility providing the care at rates approved by the Bureau of 
the Budget. 

(g) Personnel who participate in any insurance plan authorized by this Act 
will be required to participate in such insurance plan for a minimum period of 
twelve months except for circumstances under which this requirement would 
result in hardship as prescribed by regulations issued by the Secretary of Defense. 

(h) Outside of the continental limits of the United States where neither mili- 
tary medical facilities nor suitable private insurance plan or plans are available, 
the local area commander is authorized, pursuant to regulations prescribed by 
the Secretary of Defense and approved by the President, to contract with accept- 
able local medical sources for the medical care of dependent spouses and children 
as provided for in section 106 of this Act. Dependents shall pay the same charges. 
for the medical care provided under this subsection as shall be prescribed under 
section 103 (b) and section 103 (c) of this Act. 

Sec. 105. As used in this Act— 

(a) The term “member of the Armed Forces” includes— 

(1) a person appointed or enlisted in, or inducted, called or conscripted 
into, the Army, Navy, Air Force, or Marine Corps, or members of the reserve 
components who have entered on extended active duty in excess of ninety 
days but not including persons on duty for training purposes only; and 
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(2) a member or former member of the Army, Navy, Air Force, or 
Marine Corps, who is entitled to retirement, or retainer pay or equivalent 
pay as a result of service in the Army, Navy, Air Force, or Marine Corps, 
other than those entitled to receive retired or retirement pay pursuant to 
title III of the Army and Air Force Vitalization and Retirement Equaliza- 
tion Act of 1948. 

(b) The term “dependent” includes— 

(1) in the case of any male member— 

(A) his lawful wife ; 

(B) his unmarried legitimate children under twenty-one years of 
age, or such unmarried dependent children over twenty-one years of 
age who are incapable of self-support because of being mentally or 
physically incapacitated and who are in fact dependent on the member 
for over half of their support. The term “children” shall, in addition 
to the member’s own or lawfully adopted children, include step-children ; 

(C) his parents and parents-in-law if in fact dependent on him 
for over half of their support; and 

(2) in the case of any female member— 

(A) her lawful husband, if in fact dependent on her for over half 
of his support ; 

(B) her unmarried legitimate children under 21 years of age or such 
unmarried dependent children over 21 years of age who are incapable 
of self-support because of being mentally or physically incapacitated 
and who are in fact dep:ndent on the member for over half of their sup- 
port. The term “children” shall in addition to the member’s own or 
lawfully adopted children include step-children ; 

_ (C) her parents and parents-in-law if in fact dependent on her for 
over half of their support. 

(3) unmarried widows and the dependent children of persons who were 
members of the Armed Forces, as defined in this Act, at the time of death 
are authorized medical care under the terms of this Act in military medical 
facilities. Widows and dependent children are not authorized medical 
care after the widow remarries. : 

Sec. 106. Medical care under this Act shall be limited to the following: 

(a) Diagnosis ; 

(b) Treatment of acute medical and surgical conditions ; 

(c) Treatment of contagious diseases; 

(d) Immunization; and 

(e) Maternity and infant care. 

Sec. 107. Hospitalization shall not be authorized dependents of members of 
the Armed Forces for the following: 

(a) Domiciliary care and chronic diseases; 

(b) Nervous and mental disorders (except for diagnostic purposes) ; and 

(c) Elective medical and surgical treatments as determined by the cognizant 
physician. 

Sec. 108. (a) Dependents of members of the Armed Forces shall not be pro- 
vided prosthetic devices, hearing aids, orthopedic footwear, and spectacles, ex- 
cept that outside the continental limits of the United States and at remote 
stations within the continental limits of the United States where adequate civilian 
facilities are not available, those items, if available from military stocks, may 
be provided to dependents at prices representing full cost to the Government. 

(b) Dependents of members of the Armed Forces shall not be provided— 

(1) ambulance service, except in acute emergency, and 

(2) home calls except in special cases where it is determined by the 
cognizant physician to be medically necessary. 

Sec. 109. Except outside the continental limits of the United States and in 
remote areas within the continental limits of the United States where adequate 
civilian dental facilities are not available, dental treatment in military medical 
facilities for dependents of members of the Armed Forces will be restricted to 
emergency dental care and dental care as a necessary adjunct to medical or 
surgical treatment. Emergency dental care is defined as the care required to 
relieve pain and suffering and shall not include any permanent restorative work 
or dental prosthesis. Dental treatment which may be provided dependents of 
members of the Armed Forces under this section will be obtained in military 
dental facilities and will depend upon the availability of space, facilities, and 
capabilities of the dental staff. 
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TITLE II 


Sec. 201. (a) Dependents, as defined in section 105 (b) (1) and 105 (b) (2) of 
this Act, of members on active duty of the Coast Guard, Coast and Geodetic 
Survey, and Public Health Service, specified in section 826 (a) of the Public 
Health Service Act or section 710 (a) of the Act of July 1, 1944, as amended, 
excluding (1) any person who has entered on active duty if the call or order 
to active duty specifies a period of ninety days or less, (2) any person on duty 
for training purposes only, and (3) any temporary member of the United States 
Coast Guard Reserve, shall be entitled to participate in such insurance plan or 
plans as may be contracted for under the terms of this Act, on the same basis as 
members of the Armed Forces. Such participation shall be pursuant to regula- 
tions prescribed by the Secretary of Health, Education, and Welfare and ap- 
proved by the President. 

(b) Where a dependent as defined in this section is covered under an insur- 
ance plan or plans provided for in this Act requires hospitalization beyond the 
period of time provided under his insurance coverage for care authorized in 
section 106, such dependent may be transferred to a Public Health Service 
medical facility for the continuance of the necessary hospitalization. Where 
movement to a Public Health Service medical facility is not feasible, the expense 
for the additional hospitalization required by such dependent in a civilian facility 
is hereby authorized. 

(c) Payment by a member of the Coast Guard, Coast and Geodetic Survey, 
and Public Health Service of his share of the cost of the premium of such private 
insurance contract shall be by allotment of pay as the Secretary of Health, Edu- 
cation, and Welfare shall prescribe. 

(d) When dependents of members of the Coast Guard, Coast and Geodetic 
Survey, and Public Health Service participating in such insurance plan or plans 
are cared for in Public Health Service medical facilities or in military medical 
facilities outside the continental limits of the United States, the insurance-plan 
shall reimburse the appropriation supporting the maintenance and operation of 
the Public Health Service or military medical facility providing the care at rates 
approved, by the Bureau of the Budget. 

Sec. 202. The dependents, as defined in section 105 (b) of this Act, of members 
of the Coast Guard, Coast and Geodetic Survey, and Public Health Service, speci- 
fied in section 326 (a) of the Public Health Service Act or section 710 (a) of 
the Act of July 1, 1944, as amended, excluding (1) any person who has entered 
on active duty if the call or order to active duty specifies a period of ninety days 
or less, (2) any person on duty for training purposes only, and (3) any tem- 
porary member of the United States Coast Guard Reserve, shall be entitled 
to medical care in military medical facilities, under the terms of this Act, outside 
the continental limits of the United States, under such regulations as shall be 
jointly prescribed by the Secretary of Defense and the Secretary of Health, 
Edueation, and Welfare and approved by the President. 

Where such medical care is provided in military medical facilities, the appro- 
priations supporting the maintenance and operation of the military medical 
facility furnishing the care shall be reimbursed by the Department of Health, 
Education, and Welfare at rates approved by the Bureau of the Budget. 

Sec. 203. (a) Dependents of members of the Coast Guard, Coast and Geodetic 
Survey, and Public Health Service may be provided prosthetic devices, hearing 
aids, orthopedic footwear, and spectacles by military medical facilities outside 
the continental limits of the United States at prices representing full cost to 
the Government if such items are available from military stocks. 

(b) Dependents of members of the Coast Guard, Coast and Geodetic Survey, 
and Public Health Service may be provided emergency dental care as defined 
in section 109, and dental care as a necessary adjunct to medical and surgical 
treatment in miiltary dental facilities outside the continental limits of the 
United Sates, subject to the availability of space, facilities, and capabilities of 
the dental staff. 

(c) The services prescribed in this section shall be in accordance with regula- 
tions jointly prescribed by the Secretary of Defense and the Secretary of 
Health, Education, and Welfare. 

Sec. 204. The Public Health Service Act, as amended, is further amended 
by inserting the words “and of deceased persons who, at the time of death, 
were entitled to treatment and hospitalization under such subsection, except 
that the widows and dependent children are not authorized medical care after 
the widow remarries”, after the words “subsection (a)” in the first sentence 
of section 326 (b). 
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TITLE III 


Sec. 301: There are hereby authorized to be appropriated such sums as may 
be necessary to carry out the provisions of this Act. 

Sec, 302. (a) The following laws and parts of laws are hereby repealed: 

(1) So much of the Act of July 5, 1884 (ch. 217, 23 Stat. 107), as is contained 
in the proviso under the heading ‘‘Medical Department”. 

(2) The Act of May 10, 1948 (ch. 95, 57 Stat. 80), except section 4 of such 
Act. 

(3) That part of section 326 (b) of the Act of July 1, 1944 (58 Stat. 697), 
which reads as follows: “Such cost shall be at such uniform rate as may be 
prescribed from time to time by the President for the hospitalization of depend- 
ents of naval and Marine Corps personnel at any naval hospital, pursuant to 
section 2 of the Act of May 10, 1943 (57 Stat. 80).” 

(4) Public Law 108, approved June 20, 1949, to the extent that it authorizes 
hospital and medical care for dependents of the regular and reserve components 
of the Armed Forces. 

(b) All laws and parts of laws to the extent that they are inconsistent with 
the provisions of this Act are hereby repealed. 

Sec. 303. This Act shall become effective one hundred and twenty days from 
the enactment of this Act. 

Mr. Kirpay. I think I should state at the outset that the bill now 
before the committee, insofar as I am concerned, does not necessarily 
represent final and conclusive opinions with respect to what this pro- 
gram will be when adopted. I think we all realize, and it will be more 
forcefully demonstrated in the days ahead, that this is an extremely 
complex problem. 

Therefore, I hope that all of the witnesses will feel free to give us 
the benefit of their views and offer any constructive suggestions that 
they may have as to how we can report a bill which will accomplish the 
objectives we seek ; namely, to improve the present system under which 
medical care is provided for dependents. 

We must bear in mind that the purpose of this bill is to provide 
better medical care for dependents on a uniform basis throughout all 
of the services. 

There are many problems that must be settled by the subcommittee 
in connection with this legislation. I will name just a few to indicate 
the scope of the problem. 

What is the maximum amount that the Government can be expected 
to contribute annually for the support of this improved program over 
and above that which is now expended in service facilities? 

Should the service member be required to contribute a portion of the 
cost of the premium or should the entire cost be borne by the Govern- 
ment ¢ 

Should there be a chargeback to the insurer for dependents treated 
in service hospitals, or should this cost be reflected in the premium ¢ 

Should we include retired personnel and their dependents, as well 
as the dependents of deceased members in the insurance program / 

We will also want to look into the present type of medical care that 
is now provided to compare that with the medical care that will be au- 
thorized for all dependents of service personnel on a uniform basis 
throughout the services. 

We are talking about medical care; we must keep in mind that this 
includes outpatient care as well as hospitalization. Therefore, we will 
have to look into the question of outpatient care to determine whether 
a portion of the present outpatient load can be absorbed through pri- 
vate facilities on an insurance basis. 
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Now, as we go through this bill and hear all of the testimony which 
will be presented, I urge each member of the subcommittee to bear in 
mind the objective of the bill—improved medical treatment for the 
dependents of service personnel on a uniform basis. And I would also 
like to remind the subcommittee that no matter what type of program 
we adopt, if it provides protection for the dependents of service 
personnel who reside in an area where no service facilities are avail- 
able, that that will be an improvement over what we have today. 

We will begin this morning with witnesses from the Department of 
Defense. 

Tomorrow morning the full committee will meet at 10 a. m. to take 
action on bills reported by the subcommittees. Subcommittee No. 2 
will report four bills, and following the meeting of the full committee, 
the subcommittee will resume hearings on H. R. 7994, this bill. 

In order to maintain the schedule we have established for the wit- 
nesses who will come from out of town, we will also meet Tuesday 
afternoon at 2:45 to hear additional testimony from the Department 
of Defense. And on Wednesday morning we will resume at 10 a. m. 
as scheduled. 

I might also add that we have witnesses scheduled for the remain- 
der of the week, so we will meet on Thursday and Friday morning at 
10 a.m. 

Now, this morning we have the witnesses from the Department of 
Defense, at the Secretary level. 

I would like to remind the subcommittee that these witnesses will 
6 as to the overall problem and matters of policy, from the policy 
level. 

I think we will save a great deal of time if we withhold questions 
as to details of the bill or as to what is proposed until we reach subse- 
quent witnesses who are at the working level, who will be able to give 
us the details of the proposal and what is recommended by the Depart- 
ment, so we will confine our questions to the witnesses this morning 
as to the overall policy question. 

I want to emphasize again that as far as I am concerned the bill we 
have here is the bill upon which we will hold hearings, and it does 
not mean that I or the committee or the chairman in whose name it was 
offered are committed to the provisions of this bill. 

This problem is so big that we are going to have to examine into it 
ourselves and perhaps write, ourselves, the bill that we report. 

I believe the first witness is Secretary Burgess. 

Secretary Burcess. Yes, sir. 

Mr. Chairman, if it is your pleasure and the pleasure of the mem- 
a I would like to giev a very brief statement from Secretary 

Wilson. 

Mr. Wilson couldn’t be with us this morning. 

Gentlemen, I want to thank you for this opportunity to present to 
you a problem which I consider of great importance to the Department 
of Defense. This subject has been considered by a number of indi- 
viduals and committees over the last 5 years. 

In April 1953, I established an independent Citizens Advisory Com- 
mission, headed by Dr. Harold G. Moulton, president emeritus of the 
Brookings Institution, to make a comprehensive and thorough study 
of the entire problem of medical care for the dependents of milita 
personnel. No members of this Commission were connected with 
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the Department of Defense or Armed Forces, nor were they members 
of medical, dental, or allied professions. After careful investigation 
and consideration of all significant aspects of the problem, they made 
certain recommendations for the establishment of a long-range uni- 
form program for dependent medical care. 

As you know, our Military Establishment now consists of approxi- 
mately 2.8 million individuals. There are somewhat less than 3 million 
dependents, scattered throughout the world in some cases, and located 
in various home towns in the United States in others. There is con- 
siderable inequity in the amount of medical care provided for these 
families. It has been established that some military medical care is 
provided for only about 60 percent of them. I believe that soldiers, 
sailors, marines, and airmen cannot be expected to do their best jobs 
in training or in combat if they are worried about the health of their 
dependents. 

1. The legislation before you provides certain additional health 
and safeguards for dependents of military personnel. It does not 
take away any medical care which they now have. é 

2. The bill provides that where military medical facilities are not 
available, dependents of military personnel will be authorized, with 
certain safeguards to prevent abuse, to secure medical care from ci- 
vilian medical sources. 

3. Finally, it will establish by law, in a uniform manner, many of 
the practices now being followed by the military departments of fur- 
nishing medical care for dependents. 

I consider that the establishment, by public law, of the policy of 

roviding medical care for the dependents of members of the Armed 

orces as contemplated in this proposed legislation will greatly im- 
prove the attractiveness of military service. We know also that this 
legislation will be a great factor in improving the morale of all mem- 
bers of the Armed Forces. It should also do much to raise our reen- 
listment rates and to reduce the expensive turnover of trained person- 
nél which is now occurring. The maintenance of a hard core of 
voluntary military personnel is vital to the continued efficient and 
economical operation of the Department of Defense. 

If it is your pleasure, sir, I will now proceed with my statement. 

Mr. Kitpay. Thank you for the statement from Secretary Wilson. 

Do you have a statement on your own behalf? 

Secretary Burerss. Yes, sir. 

Mr. Kitpay. Go ahead, please. 

Secretary Burerss. Mr. Chairman and members of the committee, 
it is a privilege to appear before this committee, along with Dr. Berry, 
to voice the real need for improved medical care for the dependents of 
our military personnel. 

Before proceeding, Mr. Chairman, I would like to say that the 
President and the Secretary of Defense consider this legislation to be 
one of our most important military career incentive measures. 

The President, in his State of the Union Message, urged the enact- 
ment of legislation to provide proper medical care for military de- 

endents. Secretary Wilson has expressed his strong support of the 
egislation in the statement I just read. 

With your approval, I will not discuss the specifics of the proposed 
plan. Our interservice task force representatives, who have worked 
closely with Dr. Berry in the study of this complex problem, are pre- 
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pared to present these details later in the hearings. My brief remarks 
will be confined to the importance of adequate medical care as a career 
incentive and as a booster to the morale and well-being of our service- 
men. 

Before World War IT, military benefits were generally broader and 
more advantageous than those offered by industry. The historical 

urpose of these traditional benefits was to give recognition to the 
inherent sacrifices of military life and to attract and hold qualified 
personnel in the armed services. These benefits have been continued 
and improved over the years by the Congress and are recognized as a 
part of military compensation. 

We cannot escape the fact, however, that these once favorable 
advantages of the military career have been neutralized to a great 
extent in recent years by the sharp expansion of nonwage benefits 
over and above already increased wage levels in industry. 

“economists estimate that these supplemental benefits have tripled in 
industry in the last two decades and now cost employers 20 percent 
of their payrolls. 

Of particular significance is the remarkable expansion of health 
and insurance benefits. A Department of Labor bulltetin published 
in October 1955, shows that almost four times as many workers were 
covered by some type of health benefits in 1954, as were covered in 
1948. 

But, of even greater interest, is the fact that more than 70 percent 
of the covered workers are also offered health insurance for their 
dependents. And for 38 percent of them, the employer assumes the 
full cost for dependent coverage. 

This is one of the obstacles we must overcome to attract more young 
men into voluntary career service. 

One of the most disturbing influences on the family man in our 
Armed Forces is the frequent inability to secure proper medical treat- 
ment for his wife and children when they need it. This is particularly 
true when the serviceman is overseas or otherwise separated from his 
family. Surveys reveal that the decisions of many men to leave the 
service and return to civil life are influenced by the nonavailability 
of medical care for their families. 

We cannot draw direct comparisons between the military and civil- 
ian ways of life. Men in uniform are required to move when ordered, 
with or without their families to places of duty throughout the world, 
many of them isolated and physically detrimental. 

More than one-third of our military personnel are overseas or 
serving on ships at sea. Others, with their families, are located in 
remote sections of this country, without access to military medical 
facilities. And where they are concentrated in areas of large military 
population, the medical facilities are greatly overtaxed and unable to 
give adequate care to dependents. 

The total effect of this deficiency on the morale of our troops is not 
easy to measure. But with a requirement for the largest active duty 
forces in our peacetime history, we must do everything possible to 
retain the maximum number of volunteers. 

I am convinced that devoted service to our country is still the para- 
mount motivation of the officers and men who choose military service 
as a life career. And I know the military services cannot match the 
stability and unlimited opportunities offered by many segments of 
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civilian industry. But we can encourage more men to enter and remain 
in a military career if we remove existing inequities and offer them 
more of the benefits that have become standard in our way of life. 

There may be some controversial features in the proposed bill that 
will need to be refined. However, it is the product of many efforts, 
both within the Congress and the Department of Defense, to solve a 
most complex problem. 

It is our sincere hope that the legislation which finally evolves from 
the action of this committee will achieve the stated aim of providing— 
* * * an improved program of medical care as an important factor in the crea- 
tion and maintenance of high morale throughout the Armed Forces * * * 

Thank you very much, Mr. Chairman. 

Mr. Kitpay. Thank you, Mr. Secretary. 

Are there any questions of Secretary Burgess ? 

Mr. Rivers. I just want to make an observation. 

There was a time, Mr. Secretary, when the military used to hold 
out to the prospective enlistee the benefits across the board and hos- 
pitalization was one of them. 

Secretary Burerss. Yes, sir. 

Mr. Rivers. From your fine statement, I am glad to see the research 
you have made on this. You recognize that industry has caught up 
with you and passed you. 

Secretary Burerss. That’s right, sir. 

Mr. Rivers. And that there is a great segment of our dependents 
who are not getting anything and can’t get it unless we devise some 
sort of an opportunity to get these benefits while the man is away from 
home. If he were home, it would be the same thing. They just 
don’t get it. 

And right down in my part of the country, we have a very peculiar 
sort of a situation. We lnate a naval shipyard, at Charleston. We 
have a military air transport base, at Charleston. And then we have 
the headquarters for the Atlantic mine fleet. 

Well, that one naval hospital at the Charleston Naval Shipyard 
tries to handle all of them. It just doesn’t have the facilities. And 
the mine fleet, of all of them, one of the main parts of our fleet, the 
Atlantic mine fleet—the submarine and mine fleets are just about one, 
two in the service. Their dependents can hardly get any medical care 
because they are removed from the naval shipyard—that will be there 
one of these days, but they are removed from it and can’t afford the 
hospitalization to which they are entitled. 

Then, as you said—and I want to let you know that we recognize 
this—this benefit was carried by the appropriations committee on a 
space-available concept. Iam glad to see that you recognize that this 
should be by law. 

Secretary Burcess. That is right, sir. 

Mr. Rivers. Something that you can talk about when you go to a 
man to have him enlist or talk to a man to stay in or reenlist. I think 
it isa good thing. 

Secretary Burcrss. Thank you, Congressman Rivers. 

Mr. Kitpay. Mr. Hébert. . 

Mr. Hépert. Mr. Secretary, this may be a premature question, but 
I would like to get it on the record as we start out. 
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Do I understand the philosophy of the Department in advancin 
aid to dependents, that it excludes retired personnel or is it directe 
entirely at the active personnel ? : 

Secretary Burcess. This bill is directed at the active duty personnel. 

Mr. Héserr. Entirely at active personnel ? 

Mr. BLianpForp. May I interrupt, Mr. Hébert, to say that you have 
to remember there are two parts in this bill. One is an authorization 
for medical care in service facilities. 


Secretary Burerss. That is right. 

Mr. Bianprorp. And the other part is an insurance program of one 
type or another which would take care of the dependents of active 
duty personnel. So when you are talking about retired personnel, 
the bill does authorize treatment for retired personnel and their de- 
pendents, as well as the dependents of decreased personnel in service 
facilities. The bill as now written does not include retired personnel 
or their dependents or the dependents of decreased personnel insofar 
as insurance coverage is concerned. 

Mr. Kitpay. I might say there that the fact that the bill does not 
include it does not mean that we are precluded from examining into 
that. That is one of the things we do want to examine into. It 
becomes highly technical as to the question of rates for the insurance 
and the willingness of industry to undertake the program. But we 
are going into all of that fully. 

Mr. Hesert. I understand that, Mr. Chairman. That is the reason 
I asked the Secretary the question, in order to get the thinking of the 
Department definitely on the record as to the extent to which they 
advocate the dependent care. 

Secretary Burcess. We want to extend it and continue it in just 
the way that Mr. Blandford outlined it, Congressman Hébert. 

Mr. Hésert. The reason, again, Mr. Secretary, that I advance the 
question, is this thought: That an individual, for instance, who is 
drafted into the service and goes into the service under compulsion of 
the draft and service for a minimum amount of time—certainly, he 
should not be given the same consideration as the career military man 
who serves out to his retirement. In other words, expressing myself 
at the moment, I see no reason why a man who puts a uniform on 
because he is compelled to put it on, under the draft law, should 
receive for life free medical care for himself and his dependents as 
contrasted to the individual who voluntarily goes into the service, 
makes it a career, and serves 20 or 30 years before he gets out. I 
think there is a difference in those two categories. 

Secretary Burerss. That is a distinction of course that we heartily 
support, sir. 

Mr. Hézert. You do support that distinction? Fine. 

Secretary Burcrss. That the retired personnel should have the 
career benefits that accrue to that career, sir. 

Mr. Kiztpay. Any further questions? 

Mr. Bares. Mr. Chairman. 

Mr. Kitpay. Mr. Bates. 


Mr. Bares. Mr. Chairman, I think perhaps it might be well at this 


point to know what the statutory authority is in respect to medical 
aid for dependents. 


Mr. Kunpay. I believe if we would hold that—it is available here. 
Mr. Bares. Well, I mean for counsel. 
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(Mr. Kilday aside.) 

Mr. Bates. The others have it. 

Mr. BuanprForp. Yes, sir. 

Mr. Bates. If the others are going to comment on it, Mr. Chairman, 
I will withhold the question. 

Mr. Kitpay. I would like to hold the Secretary to overall questions 
of policy. 

Mr. Bates. I understand. 

It has to do with policy. But if others are going to cover the point, 
Mr. Chairman, I will withdraw the question. 

Mr. Kitpay. It may be well to have that now, because the present 
requirement is a rather nebulous thing, as to space available, and those 
sorts of thing. And even as drawn now, even if we don’t extend it, it 
will be a great improvefment to the dependents in that it will become 
officially established by law as to entitlement. Right now it is very 
nebulous and differs as to services. 

If you have the provision there as to each of the services, read 
them. 

Mr. Buanprorp. I have the citation from the statutes, but not the 
verbatim language. Perhaps Mr. Bartimo has the quotations. 

Mr. Barrimo. That will be given to you in great detail on the 
presentation. I would like to supply the quotations. 

Mr. KiipAy. Because actually you find whether there is statutory 
authorization or not is a highly debatable question at this time. 

Mr. Bennerr. Mr. Chairman, the question that was asked a moment 
ago by Mr. Hébert was answered: But I am not quite sure I under- 
stood the question or the answer. I am not being critical. I am just 
trying to understand it. 

A person who is just drafted in the service and only serves for a 
short period of time, obviously his dependents would not get any 
benefits because he wouldn’t have earned any over a long period of 
service. 

Secretary Burcess. That is true after he is separated from the 
service. 

Mr. Bennett. I can understand that, but I was hoping that you 
weren't trying to say that a person who was retiring after having 
been drafted for a short period of time, that his dependents would 
not be in any worse condition than somebody else who was retiring. 

Secretary Burcess. I believe he is covered under other provisions of 
Jaw, sir, under that particular type of disability for retirement. How- 
ever, under this bill I don’t believe there is any intent to deny entitle- 
ments to those members retired for disability. 

Mr. Bennerr. Even if a man were drafted and he were retiring 
because of disability, this law would take care of him just like any- 
body else who was retiring? . 

Secretary Burcess. That is correct, just as any other retired person, 
for dependent medical care. . 

Mr. Bennett. I understand now. 

Thank you. 

Mr. Kitpay. Mr. Secretary, you have touched on a matter here 
that I am glad to see the Department getting into in more detail 
than in the past. In the debate on the last pay bill I attempted to 
he out the fact that we kept a man of the ability of President 

isenhower as a major for a period of 16 years with neither promo- 











tion nor increase in pay. We kept General Bradley ee a major, 
and General Arnold of the Air Force and Admiral Nimitz, as a 

‘aptain, for those long periods of time, whereas now, with periodic 
increases in pay and what not, we have not been able to keep them. 

I attempted to point out then that the military had things that 
no one in civilian life had. They had the retirement system and 
practically no one else had anything to compare to it. There was 
some in some labor unions, and I believe railroads were the out- 
standing ones, where they had secured retirement benefits. They 
had medical care for themselves and their dependents, and no one 
else did. And now there are group hospital and medical insurance 
programs in practically all industries. As a matter of fact, these 
things developed for industry after the social security program was 
adopted in 1937. 

So we find ourselves with the military not having lost so much 
the things that they had before but people in all other employment had 
gained and surpassed them. 

Secretary Burcess. That is right, sir. 

Mr. Kixpay. In those programs. Not only does industry have 
social security which applies throughout the industry, on up to the 
president of the largest corporation, but most now, as we learned 
in the survivors benefits bill before the special ¢ i are sup- 
plemented by programs of industry, taking social security as a base. 

Secretary Bureess. That is right. 

Mr. Kitpay. So we find now that those things which made the 
military so highly attractive, on a long-range basis, for the protection 
of a man and a his family and the survivors in the event 
of death, have been surpassed by industry. 

So we are now not attempting to give the military things that others 
don’t have, we are just trying to catch up. 

Secretary Burcess. Trying to approach the pace, Mr. Chairman. 

Mr. Kizpay. That has developed i in this country since 1937, 

Secretary Burogss. Yes, sir. 

Mr. Kitpay. And Congress in the last session did some things with 
reference to civilian employees, in an attempt to catch up, such as the 
group life insurance, which was provided for civilians. It is antici- 
pated now that in this session we will probably have group health 
and hospitalization insurance established. These are the things that 
we must do in order to catch up with private employment, which 
has accomplished what we used to have for both civilian and military 
employees of the Government, and the others have now secured and 
have surpassed us. 

Secretary Burcess. That is right, sir. 

Mr. Kitpay. Thank you, Mr. Secretary. 

Secretary Burress. Thank you, Mr. Chairman. 

Mr. Gavin. Before he retires, Mr. Chairman 

Mr. Kitpay. Mr. Gavin. 

Mr. Gavin. I just want to take this opportunity to congratulate 
my very good and able friend, Carter Burgess. We are prone to 
neglect complimenting those that are turning in, in the hurry and 
scurry of our everyday life, a fine performance. I think Carter 
Burgess, as Assistant Secretary of Defense, is turning in a very fine 
performance and that he has earned and deserves our very hearty 
commendations. 
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Secretary Burcrss. Thank you, Mr. Gavin. 

Mr. Kitpay. The Chair is in agreement. 

Secretary Burerss. Thank you so much, Mr. Chairman. 

Mr. Rivers. Everbody in South Carolina feels that way. [Laugh- 
ter. | 

Mr. Kitpay. Is Mr. Milton present ? 

Come around, Mr. Secretary. 

Secretary Mirron. Thank you, Mr. Chairman. 

Mr. Kinpay. Mr. Secretary, we will be glad to hear from you. 
Proceed in your own way. 

I understand you do not have your statement. But it is all right. 
You go ahead in your own way. 

Secretary Miuron. Mr. Chairman and members of the committee, 
I do not have a prepared statement. 

I came primarily to let you know how important we in the Army 
feel this piece of legislation is to us. 

Since 1884 we have always provided medical care for the depend- 
ents of our Army. Now, by reason of our disposition, worldwide, the 
fact that our men are taken away from their families as individuals 
and shipped overseas, leaving their families in their hometowns, we 
find that the medical care for the dependents is totally inadequate. It 
is materially influencing our recruitment program. 

We of course hold tenaciously to a volunteer concept as far as we 
possibly can. And if there is one thing that we feel is interfering 
with the recruitment of individual volunteers into the United States 
Army it is the matter of the medical care for their dependents. 

We therefore in the Army heartily endorse any legislation that will 
help us to solve this very, very important program. 

There are here with me, sir, members of our Medical Corps who 
will be glad to go into the details of the bill. 

I would like to say, in conclusion, sir, that we in the Army pray for 
relief for the medical care of the dependents of our military forces. 

Mr. Kinpay. Thank you, Mr. Secretary. 

Are there any questions of Secretary Milton ? 

Mr. Rivers. Let me say this to the Secretary. 

I was in Germany in September and I had a lengthy discussion with 
General McAuliffe on this question. And he seemed to be quite dis- 
turbed, now that Germany has taken on the sovereignty under the 
peace treaty, of the great costs that are going to be on this Govern- 
ment if something along this line isn’t worked out. 

Do you find the same thing that now presents itself in Germany 
and these other occupied areas under these sovereign governments— 
Japan, and the like—do you find that concern felt as much as it is in 
Germany ? 

Secretary Mutton. You know, Mr. Congressman, I can’t speak 
specifically to that. I think it is something that I ought to look into. 
1 know of General McAuliffe’s concern. 

Mr. Rivers. It is very great. 

Secretary Mitton. Yes. I am quite aware of that. But I can’t 
speak of it to other areas. 

Mr. Rivers. It brings up the point that you have brought up. It 
isat home. And it is even more so as the boys get in these sovereign 
countries. 

Secretary Mizron. It presents numerous problems. 
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Mr. Rivers. Yes. 

Mr. Kitpay. Anything further of the Secretary ? 

Mr. Miuier. Mr. Chairman. 

Mr. Kizpay. Mr. Miller. 

Mr. Mier. I think there are isolated instances where people in 
isolated posts have to have some thought given to them, too. 

One of the assistant military attachés spoke to me in Ethiopia, 
where they have practically no medical attention for the people who 
are there. Of course it not only affects the military but even the 
State Department people. But here we have groups isolated like that 
around the world, that you have to give some thought to. 

Secretary Mitron. That is indeed a part of our problem, sir. 

Mr. Kinpay. Thank you, Mr. Secretary. 

Secretary Pratt, Assistant Secretary of the Navy. 

Mr. BiAnprorp. He is not available now. He has a conflict with 
another subcommittee. 

we Kixpay. I understand there is another subcommittee he had to 
attend. 

We will hear from Vice Admiral Holloway. 

Come around, Admiral. 

Admiral Hottoway. Good morning, Mr. Chairman. 

Mr. Rivers. Are we still in the policy stage or are we getting down 
te the technical stage ? 

Mr. Kizpay. We are still in the policy stage. 

Go ahead with your question. 

Admiral Hotioway. Mr. Chairman, I believe we are still in the 
policy stage, sir. 

Mr. Kitpay. You go ahead with your statement, Admiral. 

Admiral Hotioway. Mr. Chairman, may I present and read to 
the committee a prepared statement ? 

Mr. Kiupay. Yes, sir. Go right ahead. 

Admiral Hotitoway. Mr. Chairman, the privilege of appearing 
before your distinguished committee never fails to bring me a sense 
of real personal pleasure. I associate many of the constructive statu- 
tory provisions of lasting benefit to the Navy to hearings conducted 
under your aegis, and I particularly appreciate the invitation to be 
heard on this important and far-reaching problem of providing med- 
ical care for dependents of members of the Armed Forces. 

Before addressing myself to the bill now under consideration, per- 
haps to briefly review some of the background and basic philosophy 
underlying this matter of medical care for the dependents of service 
personnel will offer an effective background to my specific comment. 

For nearly 100 years the Navy has assumed the responsibility and 
moral obligation for giving necessary medical care whenever possible 
to the wives and children of its officers and enlisted personnel. This 
has been done by utilizing Navy medical officers and facilities on an 
availability basis, with due regard, of course, for the primary mission 
of maintaining the health and effectiveness of naval personnel. Hos- 
pitalization and care of dependents in naval hospitals and infirmaries 
has been specifically authorized by law for naval dependents since 1943. 

And at this point I am impelled to respectfully emphasize that the 
medical care of dependents in the Navy should not be considered a 
welfare program with the connotation usually associated with that 
term. Dependent medical care is a military necessity—a just cost 
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against national defense in connection with a situation unique to 
service personnel who in the most significant and majority of instances 
concerned are devoting the major portion of their lives to the service 
of their country. Special problems are involved. The necessary and 
comparatively frequent movement of our servicemen and their families 
to meet the needs of the service; the great concentration of service per- 
sonnel dependents at fleet pivot and deployment points, which repre- 
sent numbers often far beyond the capacity of the local medical econ- 
omy ; the fact that dependent medical care is part of the remuneration 
din: orivilege established by the Congress, specifically in the case of 
the Navy—Public Law 51 enacted in 1943; it is a service to which our 
naval personnel and their families look hopefully for one of the most 
vital protections and alleviations available to mankind. 

This long-standing and worthy tradition of the Navy caring for its 
own has served three very significant and essential purposes. 

First, it has been a major factor in maintaining good morale and 
effectiveness of our naval personnel. The Navy feels a strong obliga- 
tion to its family men that, regardless of their duty requirements, their 
location, or their income, every possible effort will be made to provide 
their wives and children with necessary medical care. This assurance 
certainly has contributed greatly to the peace of mind, the well-being, 
and the devotion to duty of our people in all ranks and ratings, in 
war and peace. 

Second, the care of dependents is an important factor in maintaining 
the professional skill and versatility of our medical officers. If they 
were restricted in their practice to the care of relatively healthy serv- 
icemen, their medical capabilities would be narrowed and reduced. 

I am extremely proud of the fact that the Naval Medical Corps has 
produced so many truly outstanding and exceptionally able doctors, 
some of whom have been, and are today, among the very finest in the 
medical profession. This would hardly have been possible without 
their having benefited through the broad medical experience provided 
by dependent care. The other side of this picture is that, if the care 
of dependents were to be removed entirely from our medical facilities, 
then few, if any, competent doctors would be at all interested in medical 
sareers in the Navy. 

Third, the care of dependents makes for more efficient utilization of 
our doctors and medical facilities that would otherwise be on a standby 
for emergency and not used to saturation from time to time. More 
than ever before in our history, medical readiness has become a critical 
element in our overall military planning. 

It requires that our military medical facilities be kept on a flexible 
basis, ready for immediate emergencies, while at the same time capable 
of rapid and large-scale expansions. 

Well-meaning efforts to solve the current dependent-care problem 
have also produced one particular concept that I view with real appre- 
hension, because it is both fallacious and dangerous. Under this 
concept, dependent care is held to be an unnecessary and unwarranted 
burden upon military medical facilities. By transferring such care 
entirely to civilian medical facilities, it is argued that large reductions 
could be made in present requirements for military doctors and facili- 
ties. To adopt any such shortsighted, perilous concept would wreck 
our regular Medical Corps and reduce our entire military medical 
structure to a point of grave inadequacy. 
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Until the advent of World War II, the problem of furnishing care 
to dependents was comparatively easy. The Navy was relatively 
small in size and its worldwide commitments were restricted. Op- 
erating schedules and foreign assignments were such that naval per- 
sonnel were seldom separated from their families for long periods. 
This fact caused most of the families to remain near the ‘operating 
ports, with ready access to naval doctors. Then, too, a larger pro- 
portion of naval personnel were unmarried, with the result that the 
ratio of dependents was considerably smaller than is the case today. 

The major factor, however, which ‘enabled the Navy to take care of 
and cherish its own throughout that period was that it had enough 
medical officers to do the job. Prior to World War II the ratio of 
medical officers per each thousand of Navy and Marine Corps per- 
sonnel did not fall below 5.5. Throughout the war, except for 
year, it varied between 6.2 and 3.5. Even during the postwar years, 
prior to Korea, this ratio remained above 5.7. 

Since 1950 when it became necessary to draft doctors, the medical 
officer ratio has been steadily reduced. At the present time, the 
allowed ratio for the Navy is only 3.26, which is too low to meet our 
normal requirements in caring for naval personnel. It is, of course, 
also a strong contributing factor to the present inadequacy of de- 
pendent care. 

Mr. Rivers. Right there. 

It is 3.26, plus, the fact. that the statutory limit is 6 something? 

Admiral Hotioway. I believe you are correct. I believe it is 6.5. 

Mr. Rivers. Yes, sir. 

Admiral Hottoway. The statutory limit for the Navy established 
by the Congress, sir. 

Mr. Rivers. Established by the Congress and cut down by some- 
body else. 

Admiral Hottowsy. May I proceed, sir? 

Mr. Kuzpay. Go ahead. 

Admiral Hottoway. While the immediate purpose of this lowered 
ratio is to reduce the draft calls on doctors, it is having another un- 
anticipated effect. The resulting shortage of military doctors is caus- 
ing too heavy a workload. This, combined with certain other factors, 
is making it increasingly difficult to retain medical officers on a career 
basis. This, if continued, will perpetuate, rather than reduce, the 
doctor’s draft. Even more alarming, it is constantly lowering the 
medical experience and specialty level. 

Nearly all doctors participate to some degree in dependent care; 
but their primary task remains that of caring for naval personnel. 
As I have already pointed out, the care of dependents makes them bet- 
ter doctors—so much so, that if it were to be entirely removed, few 
if any competent doctors would choose to remain in service. We 
would then be faced with the grim and intolerable situation of a 
medical corps consisting of unwilling conscripts fresh out of medical 
school serving only short periods of obligated service. 

I have attempted to point out what I consider to be a very funda- 
mental and important element of this problem. Namely, ‘that the 
care of dependents is very definitely not an unnecessary burden 
that should be removed entirely from military medical facilities. 
On the contrary, the continuation of such care is absolutely essential 
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to the professional competence of military doctors and the main- 
tenance of medical readiness. 

At the same time, however, it must be recognized that the magni- 
tude and complexities of the dependent-care problem have grown to 
the point where the present program should be supplemented and 
improved. This can be done by augmenting the existing military 
medical facilities, or by authorizing the use of civilian facilities. 
In my opinion, a proper combination of both will be necessary to 
arrive at the optimum solution of the problem. 

To authorize and finance the use of civilian medical facilities will 
benefit those service families who are situated where adequate, mili- 
tary care is not available. 

On the other hand, to authorize the use of civilian facilities will 
certainly not guarantee adequate care for dependents who are located 
in areas where such facilities are either nonexistent or already over- 
crowded. In such cases, the only solution is to insure that an adequate 
number of military doctors are made available. In the Navy, par- 
ticularly during the past 2 years, we have made an all-out effort to 
reassign our doctors to such areas, even if only on a part-time basis, 
in order to provide some degree of dependent care. But the overall 
shortage of medical officers has prevented our efforts from being 
wholly successful. 

Some idea of the magnitude of the dependent-care problem can 
be gained by a glance at the situation as it existed in 1955, an average 
year of this decade. 

Within the Navy and Marine Corps there were 745,000 dependents 
eligible for malic care—for dependent care. 

More than 110,000 dependents were admitted to naval hospitals, 
for an average stay of 6 days. 

There were 54,000 babies delivered within our naval hospitals. 

But it is also significant to note that the daily average of hospital 
beds occupied by dependents was only 12 percent of the total patients. 

During this same year in the Portsmouth Naval Hospital alone, 
that is, the Norfolk area where the Atlantic Fleet bases, there were 
10,000 dependent admissions, and 5,500 babies delivered. 

With particular reference to these areas of intense dependent con- 
centration, if the Secretary of Defense or the service secretary con- 
cerned finds that the dependent load is beyond the capacity of the 
civilian medical economy, then a determination should be made to that 
effect. Such a determination should then form the basis for insuring 
that adequate military medical personnel and facilities are provided 
to carry out the load in that area. 

It would appear to me from an administrative point of view that. 
in no other way can there be any assurance of carrying out the purpose 
of this legislation—namely, to provide an improved program of medi- 
cal care for dependents. 

While the bill does permit a member who has elected the insurance 
coverage to make use of either civilian or military medical facilities, 
that would be of no avail if both facilities are inadequate. There is, of 
course, no means whereby we can guarantee care by civilian facilities. 
But is within our province to make available an adequate degree of 
military medical care. 

71066—56—No. 53——2 
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I mention these facts to indicate that our civilian medical facilities, 
which are themselves overcrowded, would find it difficult, if not im- 
possible, to absorb the additional load of military dependents, in all 
areas and under all conditions. This applies particularly to areas 
where dependents are heavily tlc ir such as Norfolk and San 
Diego. In isolated areas such as Camp Pendleton and Guantanamo 
Bay, civilian medical facilities simply do not exist and are entirely 
unavailable. : 

I should like at this point to submit a few comments and observa- 
tions on some of the features contained in the bill now before you. 

The stated purpose of the bill is to provide an improved program 
of medical care for dependents. This would be accomplished by 
continuing the present program in military medical facilities, on an 
availability basis, and to supplement it by authorizing the use of 
civilian facilities through an insurance plan. I strongly endorse this 
view that Congress desires the present program be maintained, but on 
an improved and augmented basis. 

As prescribed in the bill, the care to be provided by military facilities 
would be very similar to that under the present program. It would 
also authorize the Secretary of Defense to establish minimal charges 
for outpatient care, if found necessary, and would insure that de- 
pendents be given equal consideration in any medical facility regard- 
less of the service to which the head of the family belongs. I see no 
objection—in fact, I think this is good, sir. I see no objection to 
cither of these new provisions. 

With regard to the insurance features of the bill, I realize of course, 
that they are somewhat tentative until the specific details and costs of 
various insurance proposals can be further examined. Whatever 
form of effective insurance coverage is ultimately authorized, I favor 
the principle that we, the servicemen, bear a portion of the cost. The 
bill presently provides for us contributing 30 percent of the monthly 
cost of the plant itself. I suggest that the committee also give con- 
sideration to the coinsurance principle, whereby the insured bears cer- 
tain initial costs of medical care that is actually provided, rather than 
a fixed monthly charge. 

As the Chief of Naval Personnel, Mr. Chairman, I can assure you 
that I have given many hours of earnest thought and study to this 
problem of adequate medical care for our naval families. It is a 
matter of the utmost importance because it bears directly, and very 
forcefully, upon the morale, the security, and the effectiveness of all 
the armed services. 

I respectfully commend this bill to the committee for searching 
and complete hearings to the end that the synthesizing of the testi- 
mony of witnesses and the wisdom and experience of the committee, 
as well as that of the Congress as a whole, will result in statutory pro- 
visions representing the optimum in dependent medical care within 
the pattern of our historic concepts, 

I thank you very much, sir. 

Mr. Kitpay. Thank you, Admiral, for a very fine statement. 

I want to particularly emphasize what you have had to say with 
reference to the quality of medical personnei in the event they are 
limited to active ae personnel, treating only those in a limited age 
bracket, predominantly men, the healthiest people in the Nation surely 
and perhaps in the world. So that the orthopedic surgeon can look 
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forward to nothing more than patching up a vigorous your man who 
has been in an accident, and would be deprived of any chance to work 
as others in his specialty do, with crippled children and things of that 
kind, which constitute a most satisfying thing to him. 

Of course, at the present time we have a basic concept stated that 
in every military hospital you have the regular personnel who want 
complete doctors. They don’t want to be restricted to this one bracket 
of people. And of course we have those who are on temporary duty, 
who cannot see too readily why they should have been taken from a 
private practice in order to treat civilians. I can see the viewpoint 
of both of them. But it is a very serious one and we will have to 
try our best to work this out. 

Admiral Hotioway. Yes, sir. 

Mr. Kirpay. Are there any questions of the admiral ? 

Mr. Rivers. I would like to ask one question of the admiral. 

I notice what you say, Admiral, that the advent of this discontent 
among the medical officers of the Navy—that is the group for which 

ou speak. You could only speak for the Navy. It wasn’t until we 
had the draft of certain physicians and dentists that we heard of this 
mixup about treatment of civilians. We got along fine until we had 
to go out and draft them. Well, of course, we didn’t draft them. We 
had to compel them to join, as you know. [Laughter.] 

But it was not until that unwilling, unpatriotic group in many in- 
stances, had to be driven into the service that we heard all this hulla- 
baloo about treating the people which you had historically treated. 

I am glad to see you touched on that. And they got to somebody 
over a period of time whereby that 6 percent was cut down to 3 per- 
cent plus—6 percent plus to 3 percent plus. 

m am not asking you to say yes or no, but you know, you and I know 
that. 

Let me ask you this: Had the intent of the Congress been carried 
out in the first instance so far as you are concerned—I am not talking 
about the Army and Air Force—would your condition now be better ¢ 

Admiral Hottoway. Of course it would, Mr. Rivers. It happens 
right now, as of this instant—I don’t want to confuse any of us in 
numbers, but at this instant we are over our 3.26 in the Navy through 
a process of timing in which we bring these young doctors aboard. 

r. Rivers. That is right. 

Admiral Hotitoway. We are on the way down now to 3.26, as of the 
1st of July, and we are going to have to tighten our belts and do 
just what we did 2 years ago, in this 2-year cyclic problem of redis- 
tributing doctors, having the doctors aboard ship come ashore when 
the ship is at anchor and help at the dispensaries and take extreme 
measures 

Mr. Rivers. I notice specific instances in the Atlantic Mine Fleet 
where they went ashore at Charleston and went up to the naval hos- 
pital to deliver little babies. I know of those instances. 

I will say this, Admiral, if we were to give you an increase, which 
you have to have, over that 3.0 plus, 3.8, or whatever it is—if we were 
to give you an increase, which surely we are going to do, how do we 
know somebody won’t cut that again, like, for instance, that fellow 


Meiling, whose absence is a damn sight better than his presence was 
when he was here. 
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And how do we know we won’t have somebody in the Defense De- 
partment also cut that thing again, from an executive standpoint? 

Mr. H&éserr. Mr. Chairman. 

Mr. Kinpay. Mr. Hébert. 

Mr. Héserr. Admiral, I direct your attention to a statement which 
you made on page 4 at the bottom, and I read : 

At the present time the allowed ratio for the Navy is only 3.26, which is too 
low to meet our normal requirements in caring for naval personnel. 

Now, as I understand, and reflecting some of the remarks which 
Mr. Rivers made, the Conggess set a ratio of 6.5; is that correct ? 

Admiral Hottoway. Mr. Hébert, that is correct, sir. Congress 
set a 6.5 top ceiling, not an exact number. That is a top ceiling beyond 
which we may not go. Below that, it is an administrative decision 
of higher authority. 

Mr. Héserr. Well, in other words, then, for the Congress to be 
certain that its intent is carried out, if such a thing is possible, instead 
of a ceiling we should place a floor to guarantee that the intent of 
Congress will be carried out. 

Mr. Rivers. That is the thing. 

Mr. Héserr. What is your reaction to that point? 

Admiral Hottoway. Mr. Hébert, I would think it wiser that we go 
through this entire problem, develop this entire problem through these 
hearings, before I made a specific recommendation on that score. 
Because I believe the Surgeon General and Dr. Berry could speak 
more authoritatively to that. 

Now, I will say this, sir, that I have the utmost loyalty and confi- 
dence that higher authority will carry out the will of Congress. 

Mr. Héserr. I don’t share that confidence. 

Mr. Rivers. I don’t either. 

Mr. Héserr. That is the reason I am asking you these questions, 
Admiral, in order to get it definitely, in black and white, on the 
record, as to where this difference occurs between what Congress 
authorizes and what actually exists. That is the reason why I asked 
you the question of the statutory limitation of the Congress. I then 
addressed myself to the desirability of having a floor instead of a 
ceiling. Because I was very much interested in the words that you 
used: “At the present time the allowed ratio.” Now who set that? 
Which department and from what higher authority did that allow- 
ance come ¢ 

Admiral Hottoway. It comes—Captain Martineau just told me— 
the Office of Defense Mobilization, I believe, through the Secretary 
of Defense. 

Mr. Héserr. By a committee in the Office of Defense Mobilization ? 

Admiral Hottoway. I believe that is correct, sir. 

Mr. Hépert. What was the name of that committee ? 

Admiral Hotioway. I think the Rusk committee, sir. 

Mr. Héserr. The Rusk committee? 

Now, who is the Rusk committee ? 

Admiral Hottoway. I am unable to outline the membership of that 
to you, sir. 

Mr. Heérerr. I mean what is its purpose, its mission, and how was 
it created ¢ 
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Admiral Hottoway. As I understand it, it was to review the overall 
medical facilities available to the Nation and allocate medical per- 
sonnel on the basis of need in civilian life as well as military life. 

Mr. Hésert. Now, in other words, the Rusk committee, the so-called 
Rusk committee, named the Rusk committee, after a survey estab- 
lished that the Navy did not need any more of a ceiling than 3.264 

Admiral Hotioway. That is correct, sir. 

Mr. Héserr. And that is in contrast to what the Congress set as a 
ceiling, of 6.5. 

Admiral Hottoway. An upper limit of 6.5. 

Mr. He&sert. So, in other words, the Rusk committee overruled what 
the Congress had set as a ceiling, is that correct / 

Admiral Hottoway. It would so appear. 

Mr. Hésert. All right. That is all. 

Mr. Witson. Mr. Chairman. 

Mr. Kitpay. One second, please. 

Mr. Wison. Congress approved that overruling, isn’t that correct, 
through appropriations? 

Mr. Kitpay. Well, I think that we should remember that in our 
system of government this is an inherent question, that no matter what 
we say the number shall be of doctors or even if we say that the 
Marine Corps shall consist of not less than a certain number of divi- 
sions and wings, still under our system the executive department can- 
not be compelled to live up toa floor we established—— 

Mr. Hépserr. It is nota floor,Mr.Chairman. This isa ceiling. 

Mr. Kizpay. I say, though we establish a floor, I didn’t want the 
idea to get out that we could compel them to live up to the floor. If 
they are unwilling to take into the service or to retain in the service 
that minimum number, which we might provide, there is no means by 
which Congress can compel them to do it, as we have seen with refer- 
ence to the Marine Corps. 

Mr. Rivers. The Air Force, too. 

Mr. Kitpay. We provided that it should consist of not less than 
3 divisions, and 3 air wings, and notwithstanding the fact that in the 
last session we appropriated the money for 20,000 more in the Marine 
Corps, still we couldn’t even compel them to spend that money. It 
comes from the division of powers between the legislative and execu- 
tive branches of the Government. 

So I think before we give any serious consideration to attempting 
to establish a floor as to anything, or compelling the expenditure of 
money, we should bear in mind that we might be just expressing a hope 
that we couldn’t see carried out. 

Mr. Hésert. Mr. Chairman, I think you have well expressed the 
situation as it stands under law. And that is the reason I brought it 
up. And I should say I shall continue to bring it up in all matters of 
this sort, in order to let the American public know that in reality the 
elected Congress is not running the Government. This is government 
by loophole. And what you say is absolutely correct. And so few 
people in this country know and realize that in effect the Congress is 
merely a figurehead compared with the executive department. 

Now, what you say is absolutely correct, but I think it is a burning 
question. And here is another example of where the Congress has 
set forth what it believes to be the proper strength and is overruled 
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by a committee known as the Rusk committee, appointed by somebody 
in the executive department as represented by A 8: Department of De- 
fense, which overrules the intended nipoabin and authorization of 
the Congress. And I think it very important that the public at large 
be made cognizant of this fact. And the only way it can be sped 
cognizant is if Members of the Congress continually and repeatedly 
bring it to the attention of the general public. And while I agree 
with you that it is inherent in our system of government—well, if it is 
inherent in the system of government, it is about time we changed 
part of that system. And if these people down town are cute enough 
to be able to find these loopholes, I think our own intelligence should 
allow us some method whereby we could close up those loopholes. 

Mr. Rivers. Mr. Chairman, right there. 

Iam going to propose an amendment to this bill which will require 
the Defense ‘Department, when they go below such a floor as we estab- 
lish, that it will be reported back to this committee and the committee 
of the Senate the reasons for deviating from the intent of Congress. 
And I know we can do that. 

Mr. Wuson. Mr. Chairman. 

Mr. Kripay. Mr. Wilson. 

Mr. Wirson. One of the problems of this ratio is that it is only used 
in connection with active duty personnel and as long as the services 
have an obligation to take care of dependents, you are not getting a 
true picture. It seems to me if the ratio were changed to include, as 
a basis for the ratio, the dependents actually treated, we might get a 
more logical means of determining the actual doctor needs of the serv- 
ices. So rather than just setting a floor on troop strengths, let’s set a 
floor on the actual treated strength including the dependents. 

Mr. Miuier. Isn’t there—— 

Mr. Krrpay. Mr. Miller. 

Mr. Miiter. Isn’t there a very definite ratio between the troop 
strength and the dependent strength, that has been worked out over 
the years, so that in fixing the floor or fixing the ceiling it is a very 
simple matter to base it on troop strength which is a known figure ? 

Your suggestion is merely another loophole. You are opening up 
another means of evading the responsibility, when you are going to 
fix it on something intangible as to what the dependent strength 
may be. 

Mr. Wirson. The dependent strength varies according to the loca- 
tion. I would think you would get a truer picture of actual needs if 
you based it on the amount of actual care that is needed. 

Mr. Mitrer. Then you would open it up, because you would have 
nothing tangible to fix to, if you are going to fix it to that. Besides, 
you fix this ceiling, but the allocation of the medical people within 
that ceiling to specific stations is not fixed by law. That is a matter 
of administration that can be carried out. 

Mr. Gavin. Mr. Chairman. 

Mr. Kizpay. Mr. Gavin. 

Mr. Gavin. Is the 3.2 percentage you now have, Admiral, dye to 
the conclusions of the Navy or is it because of your inability to get 
members of the medical profession to participate in the service? 

Admiral Hottoway. This will be me ect to people that are a little 
more familiar in the details of coniiiedl administration care than I 
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am, sir. But it is not a matter of our capacity to get the necessary 
doctors, as I understand it. It is a very 

Mr. Gavin. You are restricted to the 3.26, is that it? 

Admiral Hottoway. That is right, sir. 

Mr. Bates. Mr. Chairman—— 

Mr. Kinpay. Mr. Bates. 

Admiral Hottoway. There has been a considerable generosity and 
flexibility vouchsafed us in the period of change in which we have 
new doctors coming in and doctors completing obligated service going 
out. 

As I remarked, we are over 3.26 right now, and not being subjected 
to any criticism from anybody in that connection. We will be down 
to about 3.26 in July—1 July. 

Mr. Kirpay. Mr. Bates. 

Mr. Bate:. Mr. Chairman, I do think it well, as Admiral Hollo- 
way has suggested, to wait until we get the facts before we make up 
our mind. Because we can set any ratio we want, but if there aren’t 
enough doctors in the country to conform to the requirements which 
we have, your ratio won’t change one iota. And basically that is 
the problem, is a shortage of doctors throughout the country. 

So I think we ought to examine that facet of it, Mr. Chairman, 
before we establish any floors. 

Mr. Kitpay. Any further questions ? 

Mr. Wuson. I wonder if any of the testimony later is going to 
prove or show the adequacy of the use of medical manpower in the 
various services which have been adopted. In other words, have they 
conducted studies that we are going to hear about it in more ade- 
quately taking advantage of the doctors they have? 

; rere Hotioway. Mr. Chairman, may I speak to that question, 
sir’ 

Mr. Kirpay. Yes, Admiral. 

Admiral Hotroway. I am confident that the Surgeons General will 
address themselves particularly to that, sir. I can speak, again, of 
the action that the Chief of Naval Personnel took, in collaboration 
with the Surgeon General, some 18 months to 2 years ago, when we 
took special means to utilize even our doctors aboard ship when she 
was at anchor and after she had sick call, told him to go and help in 
the dispensary, right in your own district, Mr. Congressman, in San 
Diego. 

Mr. Wirson. I am aware of that. 

Admiral Hotioway. The Secretary of the Navy issued an ALNAV 
because we were determined to maintain medical care, come what may. 

Mr. Kitpay. Thank you, Admiral. 

Admiral Horroway. Thank you, sir. 

Mr. Kitpay. We appreciate your statement. 

Admiral Hottoway. Thank you, sir. 

Mr. Rivers. May I ask the admiral one question ? 

Did your Surgeons General make any representation against that 
reduction to 3.26 ? 

Admiral Hot1zoway. Mr. Rivers, it is, I think, correct to state that 
we are on record, the Surgeons General, that we desired a ratio more 
than that. 

Mr. Rivers. Yes, sir. 

Admiral Hotioway. I believe that can be brought out in detail. 
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Mr. Heperr. I think one thing more, Admiral, before you leave the 
stand. 

Admiral Hottoway. Yes, sir. 

Mr. H&serr. I want to point this out to the committee: Under the 
Constitution itself, the Congress is charged with the responsibility of 
maintaining a Navy. It is written into the Constitution. 

Now, how in the name of heaven are we going to maintain our 
constitutional responsibility if we have individuals undercutting us 
and this thwarting of the things that we want ¢ 

Mr. Kitpay. Thank you, oy some 

Admiral Hottoway. Thank you, sir, very much. 

Mr. Kixpay. Secretary Pratt has come in, I believe. 

Mr. Pratt, will you come around, please ? 

Mr. BLanprorp. You do not havea prepared statement ¢ 

Secretary Pratr. Mr. Chairman, I do not havea prepared statement. 

Mr. Kitpay. You just proceed in your own way, Mr. Secretary. 

Secretary Pratt. I would like to take 5 minutes of your time to 
emphasize the importance to our personnel of this medical-care bill. 

My name is Albert Pratt. I am Assistant Secretary of the Navy 
for Personnel and Reserve Forces. And the matter of medical care 
comes under my direct cognizance. 

I thought I would like to speak to you in somewhat general terms, 
but from my own personal observation all over the world. 

I have traveled in the past 16 months to about three-quarters of 
all of our major naval installations both in this country and overseas, 
in the Pacific and in Europe. 

As a number of the members of the committee know, I am accom- 
panied, whenever I can, by my wife. She goes along and whenever we 
arrive at a new place she immediately starts to talk with the wives 
of our naval personnel. And I may say that I think she acquires 
more hot dope in 2 hours probably than I do in 2 days. [Laughter.] 

Secretary Prarr. When we get back on the plane to go to the next 
place, she dictates her impressions, and they have been a very valuable 
source of information to me. 

With your indulgence, I will read 3 or 4 quotations from her notes 
which I think may ‘be of interest to you. I picked these out last night 
quite at random. Here is one from Yokosuka, Japan. 

Medical facilities were said to be excellent, particularly the general attitude 
of the doctors. These girls said they did not mind waiting 2 or 3 hours because 
they were so nice when they finally got in. 

Mind you, these are talks with enlisted men’s wives for the most part. 

Here is one from Naples: 


Medical care: The infirmary was considered wonderful, but too small and 
too few doctors, but the general attitude of the doctors was considered very good. 


Another one I have marked from—well, this is in San Francisco. 


The chief complaint seemed to be that emergency medical care is excellent, but 
there is no program for preventive medicine. There is no well-baby clinic, for 
instance. One of the wives who had previous training as a nurse said that she 
thought their greatest difficulty was in not understanding the medical system, 
the actual department they should apply to for help, what sort of calls were 
acceptable and what kind of care they could get as opposed to what things the 
Navy could not take care of. 
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Then here is another one, also from San Francisco, from the naval 
shipyard there: 


On medical care, those women living at Midway Village brought up again the 
problem that there was no well-baby clinic to which they could take their chil- 
dren for checkups and they had to go to San Mateo to a civilian well-baby clinic 
which was already overcrowded and they felt embarrassed in adding to the 
general confusion at that place. 

Mr. Gavin. What did you do about that, then, Mr. Secretary ? 

Secretary Pratr. There was nothing that we could do, sir, with the 
amount of doctors and the facilities that are available to us. 

Mr. Gavin. That is one of the complaints that I am interested in, 
is why somebody who is sick has to go 40 or 50 miles when there is a 
facility available that might be able to give them attention, that they 
have to go 40 or 50 miles to another facility. 

I just can’t understand that. We talk about unification and coordi- 
nation and cooperation and sometimes they just won't accept them and 
they have to go to another facility. 

Secretary Prarr. Oh, sir, I have never run into a situation where 
one of our Navy dependents was not able to get care in an Army hos- 
pital or an Air Force Hospital, if it was nearby. 

I always inquire into that problem personally. And I believe that 
the’cross servicing is pretty good. 

Mr. Gavin. You think it is pretty good? 

Secretary Prarr. I have received no complaints whatsoever and 
Mrs. Pratt has received no complaints from dependents on that score, 
and there are a number of instances where our people will say—* Well 
they have better facilities at the Air Force hospital, so we always go 
there, rather than go to the Navy hospital.” 

Mr. Buanprorp. Mr. Chairman. I may say, Mr. Gavin, you may 
develop that further with regard to Coast Guard dependents. That 
is where that problem comes up. 

Mr. Miser. That is right. 

Mr. Witson. You might have to go 600 miles for medical care. 

Mr. Kitpay. Go right ahead, Mr. Secretary. 

Mr. Kinpay. ( g , ; 

Secretary Prarr. I have one more question. This comes from Mr. 
Wilson’s district. 

Medical care: They were unanimous in their praise of Balboa Hospital which 
say the problem was to get in, because they were so overcrowded. But once 
they were able to get in, the care is excellent and the attitude of the medical 
personnel is very nice. 

Then later Mrs. Pratt visited the hospital itself and here is a very 
brief quotation from her report of that visit. 

I do not know whether Mr. Pratt is going to see the dependents’ wing or not. 
They are caring for the most astounding number of people in the course of a 
day, with very inadequate facilities, not enough room for waiting room to keep 
separate the measles cases from the broken arms. Very inadequate laboratory 
facilities and pretty crowded wards particularly in the women’s wards. There 
seemed to be a very nice spirit in the place. Everybody looked modegately 
cheerful. Everybody that I met seemed to be an awfully nice group. I met the 
head Navy nurse. We discussed some of her problems in keeping the nurses 
happy when they had to stand extra watches and such civilian nurses as they 
hired of course were paid overtime for the extra duty. There again they have 
no facilities at all for preventive medicine. By the time anyone gets into Balboa 
they are pretty sick. 
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Now, Mr. Chairman, I have perhaps overlabored the problem of the 
wife of the enlisted man, but I think that is an approach which we 
all must recognize, the importance of the woman in our services today. 

When I came to Washington I had expected to find the Navy more 
as I knew it before the war, that is before World War II. 

I found it had changed very materially. And that change of course 
was in the character of men we have in the Navy and particularly their 
marital status. We have some figures of the late twenties which show 
that of our top 3 enlisted grades 1 out of every 4 petty officers was 
married. 

Today the ratio is 3 out of every 4. 

I know from my talks with the men, and Mrs. Pratt knows from 
her talks with the wives, that the wife has a tremendous effect on 
whether or not your man is going to reenlist. And it is terribly 
important to give those people to cent living facilities. 

Now the man, if he is any kind of an American, wants to give his 
family decent medical care, and that applies not only when he is in 
the United States but particularly when he is overseas. And it is not 
his choice to go. He ought to be assured that his family is given at 
least minimal medical care while he is away. 

That is the purpose of the legislation that is before you and it is 
a purpose that I can’t endorse too heartily. 

Mr. Gavin. Mr. Chairman 

Mr. Kirpay. Let him complete his statement. 

Mr. Gavin. Are you finished ? 

Secretary Prarr. This bill includes an insurance feature. 1 was 
somewhat lukewarm about that idea when it was first brought up, but 
as a result of the study that has been made over the past several months 
I am convinced that it is an excellent feature in this bill and I am 
surprised at how economical it is. 

Now I will not say that the bill as presented to you is perfect. There 
are some details that I think need some ironing out, but I am sure this 
committee and its able staff will be able to iron out those problems 
which we now see. 

All I can say to you is that from a personal point of view legislation 
of this character is of paramount importance. 

Thank you very much. 

Mr. Kiwpay. Thank you, Mr. Secretary. 

Mr. Gavin. When the Congress sets a ratio of 6.5 for the service 
and then the Rusk committee, which has been referred to, make a study 
and they come up with 3.26, in that event what do you do? 

Secretary Pratr. Well, if we— 

Mr. Gavin. When you iow the service is not adequate. 

Do you take it or do you go back at the Rusk committee with a very 
determinéd stand that it was not adequate to meet the requirement, or 
do you accept Executive orders that are issued, whatever kind of an 
orderit may be? 

rat I am trying to find out: As Assistant Secretary of the Navy, 
do you go back at this Rusk committee and say it is not satisfactory, 
we can’t take it, we can’t operate efficiently and give satisfaction to the 
men in the service, and in that way keep u their morale with this 
kind of a ratio, and it must be reconsidered, and then I would like 
to know what their action is, if you have done that? 
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Secretary Prarr. Yes, sir; we did do that. I did not sign the letter 
myself, I asked Mr. Thomas to sign it, but I saw to it that it was signed. 
The problem is not a simple one and we do have, as Mr. Bates pointed 
out, the fact that the total pool of doctors is low. 

Even if we had had complete freedom to go to 6.5 doctors per thou- 
sand troops, we could not have done it. 

Mr. Gavin. Possibly not, but you might have gotten in around 4.5 
or 5. You might have gotten a happy medium, if you were not re- 
stricted there, and which would have improved the situation which you 
now recognize is a rather serious one. 

Secretary Prarr. Well, the Department of Defense, I think, has 
been very understanding in not clamping on anything rigid. As 
Admiral Holloway pointed out, we were in a situation this year where 
we had to take in quite a group of people or we would lose them. We 
knew we were going to be dropping off very drastically at the end of 
the year and therefore we wanted to build up our strength considerably 
over the ratio at the beginning of the year. And there was no problem 
in persutiang us to do that. 

Mr. Gavin. What was the response to Secretary Thomas’ letter from 
the Rusk committee, stating it was not a satisfactory situation ? 

Seeretary Prarr. That there were just not enough doctors to go 
around. 

Mr. Wiuson. Mr. Chairman, we extended the doctors’ draft bill in 
two instances, now, and in so doing we have taken these ratios into 
consideration, and in passing that doctors’ draft bill, considering the 
number of doctors we knew we were going to have to draft, we have 
seven tacit approval to the ratios that have been established by 
ongress. 

In other words, I think this is not a responsibility of the executive 
department or a fault of the executive department, but a fault of Con- 
gress itself. 

Mr. Rivers. That is exactly 100-percent wrong. 

We have not given tacit pct, to any such thing. 

Why, we have made money available, and as Mr. Kilday says, we 
can’t stand over them with a stick and make them expend it. But we 
sure can make them report back to this committee and let the American 
people know. 

Mr. Secretary, I recognize what you say as very true. And you have 
put your finger right on something that is very vital. It is how the 
wives feel, if the man is going to give you 100-percent service. You 
have certainly touched on something. 

And if you had had the doctors you could have—the physicians 
and the dentists, you could have carried out this mission. 

Mr. Wixson. Sure, if you had the doctors, but you couldn’t get the 
doctors unless you drafted them. 

Mr. Rivers. We did draft them and that is what caused trouble. 
They did not want tocome. They wanted to serve somewhere else for 
pay. 

Mr. Witson. We set the number of doctors to be drafted. 

Mr. Rivers. I don’t yield any more. 

Now, Mr. Chairman, here is my point. We know where this thing 
started. It started under the Meiling committee and it has been to 
an extent underwritten by the Rusk committee. We know that. And 
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we have to do something about it. And Mr. Secretary, at least you did 
what you could. You got the Secretary to write a letter and I want to 
congratulate you for that. But the will and the intent was not only 
circumvented, it was completely obviated. 

Mr. Kitpay. Any further questions ? 

Mr. Netson. Mr. Chairman 

Mr. Bennerr. Mr. Chairman ? 

Mr. Kitpay. Mr. Bennett. 

Mr. Bennerr. I was very much interested in your analysis that 
seems to point to the fact that the real basic trouble on all of this is the 
shortage of doctors. If that be the ¢ and I think it is the most 
fundamental problem you have—I wondee why it is that the Depart- 
ment has not come forth with a program to increase the number of doe- 
tors by approving several bills I think you have before you for the 
establishment of educational benefits or establishing an academy to 
bring forth doctors for the armed services or some ‘other w ay to try 
to increase the pool of doctors. 

Secretary Prarr. Mr. Bennett, we have legislation which we hope 
will materially increase the number of our doctors. 

Mr. Bennerr. Could I ask the nature of it ? 

Secretary Prarr. H. R. 8500. 

Mr. Bennett. Does it increase the attractiveness of a doctor in the 
service, attractiveness of the service to the doctor, or does it increase 
the number of doctors who will be in existence in this country ¢ 

Scretary Prarr. It increases the attractiveness of the service to the 
doctor. 

Mr. Bennett. Now we had a bill like that last year which provided 
scholarships for young men to go into service in return for serving 
in the service, and th: at bill never came to the floor of the House be- 

cause it was said in criticis and incidentally it was a bill that I 
introduced—that although it would increase the attractiveness of the 
service to a doctor it would not increase the number of doctors. 

So I hope you are taking into consideration that that bill failed be- 
‘ause the pool of doctors throughout the country was not increased. 

And I would like to call again to the attention of the Department 
the thought that maybe they ought to consider something like the 
academy bill which would increase the number of doctors in ‘the whole 
pool throughout the country. 

Mr. Netson. Mr. Chairman 

Secretary Pratrr. Mr. 

Mr. Kitpay. Just a second. Go ahead, Mr. Secretary. 

Secretary Prarr. To answer Mr. Bennett just very briefly, we had a 
task force formed within the Department of Defense in which all of 
the services most willingly cooperated, to take a look at this doctor 
problem and to see what we thought were the best lines we could take 
to increase the attractiveness of the service, because we all want to get 
away from the so-called doctor’s draft. 

This group, which was composed of both medical officers and line 
officers from the services, has a very fine study which I believe will be 
presented to you in connection with the other legislation. 

We found that there were a number of things which we could have 
been doing which we were not doing within the services themselves, 
and those we are well on the way to fixing. 
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There were some other areas where we felt we would have to come 
to Congress, and those will be presented to you in due course. 

Mr. Bennett. I do not want to slow up the progress of this bill 

Secretary Prarr. But I think we are getting perhaps a little away 
from this particular legislation here. 1 would like to say one other 
thing, if I may, Mr. Chairman; it is not only a shortage of doctors but 
also facilities. 

We have been taking care of people on a space-available basis in 
military medical facilities which are designed purely to take care 
of military personnel and are not adapted to dependent medical 

are. 

Now, if this bill is enacted and we go a little bit further along the 
lines of giving dependents a legal right to care, 1 think we can take 
‘are of some of the facilities angles through public works legislation 
and help a great deal in that area as well. 

Mr. Rivers. You say you have that—Mr. Chairman, you have that 
in the public works bill, those facilities ¢ 

Secretary Prarr. I say if the legislation that is before you is 
enacted then that will open the door to some facilities. 

Mr. Kimpay. Mr. Nelson? 

Mr. Netson. Thank you, Mr. Chairman. 

Mr. Secretary, can you make any valid comparison of the present 
ratio of doctors in the Navy to a comparable ratio in civilian life? 

Secretary Prarr. I do not have those figures in my mind; I am 
sorry, Mr. Nelson. 

Mr. Netson. Are those figures available ? 

Secretary Prarr. Yes, they are available, sir, and we will be glad to 
furnish them to the committee. 

Mr. Kantpay. Thank you, Mr. Pratt. We appreciate your statement. 

Now we will hear Dr. Frank Berry, Assistant Secretary of Defense 
for Health and Medicine. 

Secretary Berry. Mr. Chairman and members of the committee, the 
question has been asked, Have the service made examinations and are 
they constantly looking into the question as to the proper utilization 
of their doctors throughout the world? I have visited medical instal- 
lations throughout the world, in traveling somewhat over 100,000 miles, 
and I have talked with medical and dental officers and nurses, not only 
the commanding officers, but almost all of them. 

I guess the total is now between 1,500 and 2,000. I would say that 
the answer as to whether or not the services are constantly appraising 
their needs and the loads is “Yes.” 

I have been impressed with the overload of patients in many places. 
And of course, when we come to small places in remote areas where 
the service must be of a service character, there must be a doctor there. 
I visited Baghdad last year and found the same thing there. Not only 
our small military detachments, but members of our State Department 
and other missions, were without means of medical care. A provision 
is in this bill to provide means of providing for contract care, with 
local groups or good American hospitals, as there are in some of these 
areas. 

It is my particular pleasure, and I am most grateful for the oppor- 
tunity to speak in support of this important legislation, Armed Forces 
Medical Care Act of 1956. 
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This has been under consideration by countless individuals and 
numerous committees during the past 6 years. 

In April 1953 the Secretary of Defense establishéd an independent 
Citizens Advisory Commission, headed by Dr. Harold G. Moulton, 
president emeritus of the Brookings Institution, to make a compre- 
hensive and thorough study of the entire problem of medical care for 
military families. 2 

No members of this Commission were connected with the Depart- 
ment of Defense or the Armed Forces, nor were they members of 
medical, dental, or allied professions. After careful investigation 
and consideration of all significant aspects of the problem, the Moulton 
Commission made recommendations for the establishment of a long- 
range, uniform program of dependent medical care. 

The Moulton Commission report is an intelligent and comprehen- 
sive study of medical care for military families. It is as applicable 
today as when it was published nearly 3 years ago. The legislation 
now under consideration embodies many of the important recommen- 
dations of this report. 

Medical care probably has been extended to military families since 
the establishment of the Medical Department of the Army in 1818 
when our frontiers were pushing westward. Wives and children 
who courageously followed the Army to these outposts often were 
attended by military surgeons. The provision of family care, within 
the capabilities of the medical services, became a part of the military 
life. In 1884, the 48th Congress provided legal sanction for this 
practice in an appropriations act which stated : 

The medical officers of the Army and contract surgeons shall whenever prac- 
ticable attend the families of the officers and soldiers free of charge. 

As you know, our Military Establishment now stands at 2,915,000 
persons. ‘The families of these members of our Armed Forces include 
21% million wives and children. These Americans are scattered 
throughout .the world, possibly the largest transient group in our 
population. They live in all of the 48 States and Territories, in 
cities and rural areas, on farms, and at military bases. 

There is great inequity in the amount of medical care provided for 
these families. It has been estimated that about 40 percent of these 
persons receive no care whatsoever from military sources because of 
increases in the size of the Armed Forces and the wide dispersion 
of military families. 

Some are not located near a service hospital or dispensary. In 
many populous areas others are unable to obtain adequate care be- 
sause of the prior requirements of military personnel. Smaller mili- 
tary medical facilities are often unable to furnish the specialized 
professional care these patients may require. 

Legislation is necessary to extend these benefits in an equitable man- 
ner to those who are not receiving this care. We are opposed to any 
action which would result in the discontinuance or curtailment of 
dependent care when there are beds and professional services avail- 
able in our hospitals and clinics. The medical services consider the 
treatment of military families as part of their proper responsibilities 
and not as an added or unwanted burden. 

Under the present bill, military families who are unable to obtain 
medical care from military hospitals and dispensaries could receive 
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these services from civilian physicians and hospitals through a health- 
insurance plan. Participation in this insurance plan would be volun- 
tary on the part of the military member. He would share in the cost 
of the insurance, but: the Government would bear the larger portion 
of this expense. 

In those overseas areas where we do not have military medical facil- 
ities, and medical care is not available under the insurance plan, the 
local commander would be authorized to contract for these necessary 
services from civilian sources. 

The proposed bill provides for an improvement and extension of 
the medical eare provided for families of members of the Armed 
Forces. It would continue the present medical care given at military 
hospitals and dispensaries, a provision which is essential to the pro- 
fessional progress and proficiency of our military medical services. 

It would enable the military departments to discharge their tra- 
ditional obligation to all dependent wives and children, wherever 
they are, when illness or injury occurs. In our fighting forces, the 
maintenance of high morale is paramount. A just and equitable plan 
of extending medical care to every serviceman’s family is of primary 
importance in the attainment of this goal. 

Medical care for members of military families, with the Govern- 
ment participating in the cost, must remain a privilege and not a 
legal right of the individual. That was emphasized that in the case of 
war, that actually the serviceman, injured or ill, during the war would 
have first call on the facilities. 

We strongly believe in the necessity and justification for statutory 
authority as reported by the Moulton Commission, that will (1) de- 
fine clearly the dependents of Armed Forces personnel who are eligi- 
ble to receive this case and (2) provide it for those bona fide depend- 
ents for whom it is not now available. 

Thank you, sir. 

Mr. Kitpay. Thank you, Dr. Berry. 

Are there any questions of Dr. Berry ? 

Mr. Rivers. I want to congratulate Dr. Berry, knowing that you 
are a very distinguished physician, on recognizing that this should 
be a matter of law. 

Secretary Berry. Yes, sir. 

Mr. Rivers. And also that the medical services consider the treat- 
ment of military families as a part of their proper responsibilities 
and not as an additional or added unwanted burden. That is kind of 
at variance with the philosophy of the AMA, isn’t it? 

Secretary Berry. I believe it is, sir. 

Mr. Rivers. I want to congratulate you, sir. 

Mr. Kitpay. Any other questions of Dr. Berry ? 

Mr. Mixer. Did I understand you rightly? The statement that 
you made at the beginning that is not in your present statement. In 
your opinion, and from your travels and experience, the present medi- 
cal officers of the services are overloaded, I believe you said ? 

Secretary Berry. In the larger institutions. 

Mr. Miter. In the larger institutions? 

Secretary Berry. Yes, sir. 

Mr. Miiier. And except in those isolated places where it is impos- 
sible to increase their load ? 
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Secretary Berry. Yes, sir. 

Mr. Miter. They are all carrying more than their share? 

Secretary Berry. Yes, sir. 

Mr. Mutter. Are you comparing them with the doctors in civilian 
life when you say that, Dr. Berry ? 

Secretary Berry. Except in a few places. 

Mr. Mitier. We are excepting those isolated places where it may 
be necessary to have a medical officer. 

Secretary Berry. Yes, sir. 

Mr. Minter. But this load is limited. It can’t be increased ? 

Secretary Berry. Right. 

Mr. Miter. But in the average place where the load is not that 
limited, these people are then rendering a service comparable to that 
of doctors in civilian life? 

Secretary Berry. Yes, sir. 

Mr. Mixer. So there is no wastage of medical talent in the services ? 

Secretary Berry. No. As a matter of fact, I think the services 
will agree that they would like to do more things along other avenues 
of strictly military medicine which they are now unable to do. 

Mr. Rivers. And you agree with that ? 

Secretary Berry. Yes, sir. 

Mr. Kitpay. Dr. Berry, Admiral Holloway referred to the possi- 
bility of including some provisions as to coinsurance. 

While you are here, I think we should have an expression from you 
on this and perh: aps on one or more other questions. 

What is your view as to coinsurance? Should the deductible pro- 
vision that we have in automobile policies, for instance, be included 
in any program that we adopt / 

Secretary Berry. We have had the suggestion, as you will hear 
from the insurance representatives—and I think we are all a little 
bewildered when we get into the multiplicity of plans that they 
offer—that a certain participation should occur. 

The deductible provision, as spoken of by the insurance companies, 
means that the patient will pay so many dollars at first, so that he 
knows what he or she is paying for, which will act as a deterrent. 
That is different from a regular pay deduction every month. 

Mr. Kinpay. Well, when they speak of the participation by the 
individual, they are not talking of a good deal of money, are they ? 
Secretary Berry. No, sir. As they say, they will write any plan at 
all. 

Mr. Kinpay. Just depending on how much you are going to pay 
for it? 

Secretary Berry. Yes, sir. 

Mr. Kinpay. They are talking, though, in figures such as the first 
$25 or the first $50 or “agamthiherot that kind ? ? 

Secretary Berry. Yes, sir. 

Mr. Kitpay. Of the total charge? 

Secretary Berry. Yes, sir. 

Mr. Kizpay. Then of course the question will arise as to a minimum 
charge for outpatient care? 

Secret: ary Berry. There, again, as you will hear from them, with 
the exception of one or two—not actually, but a very few plans in 
the country—outpatient care has proved an almost impossible stumbl- 
ing block for them. 
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There is a plan in New York known as the Health Insurance Plan, 
HIP for short, a rather controversial plan which does include full 
outpatient care. 

The controversial Kaiser-Frazer or Permanente plan in California 
makes a certain charge for outpatient care on the basis of each illness. 
The patient pays a dollar and at the end of the illness the record is 
marked “illness terminated.” But as long as he is attending the out- 
patient department for that illness, the dollar charge covers. It may 
be 2 treatments or it may be 10 or 20, or 30. 

Those are the two types that are commonly used. But the insurance 
companies themselves think that the outpatient problems adds very 
considerably to the whole insurance problem. 

As you will hear from them, this is a completely new field for them. 

Mr. Kizpay. Well, that is the difficulty in getting the rates, 

Secretary Berry. That is the whole difficulty. 

Mr. Kitpay. That they have no experience tables? 

Secretary Berry. They have no experience. 

Mr. Kitpay. On which to base it. 

But in talking of the charge for outpatient care, we are talking of 
something in the neighborhood of 50 cents. 

Secretary Berry. In the busy hospitals that I visited, the outpatient 
is the chief burden. 

For instance, obstetrical, pediatric, and gynecological care accounts 
for about 50 percent or more of the outpatient visits. 

With the problem of families, baby sitters, nurses, and so forth, I 
have actually seen places, where it was easier to bring children into the 
outpatient department and cheaper and have them looked at briefly 
while there than it is to hire a baby sitter. . 

And I also know of hospitals that are putting in their own nurseries, 
with nursing care to take care of the children as the families bring 
them there. 

Mr. Kuwway. But in talking about minimum charge, they are talking 
of something of the neighborhood of 50 cents? 

Secretary Berry. Yes, sir. 

Mr. Kivpay. But surely not more than a dollar, is that it ? 

Secretary Berry. Oh, no, nothing like that. 

Mr. Kiipay. Now that is the range in which 

Secretary Berry. That would be the range. 

Mr. Kizpay. Somewhere around 50 cents ¢ 

Secretary Berry. Yes, sir. 

Mr. Kixtpay. So we do not get word out to the personnel that we are 
considering something here that would cost as much as going to a 
physician ¢ 

Secretary Berry. That is right. 

Another place I visited, which is a way of helping some of that prob- 
lem also, happened to be an Air Force installation in the Pacifie and 
the commanding general made it a point to be called—as a matter of 
fact he ordered that he be called—for every medical call at night, 
which proved a rather effective check upon the abuses of outpatients. 
{ Laughter. ] 

Mr. Kixpay. Mr. Rivers. 

Mr. Rivers. That is called command influence. [Laughter.] 
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Mr. Rivers. Now, Doctor, then the theory, one of the theories is, if 
you make them pay some little contribution, sir? 

Secretary Berry. Yes, sir. 

Mr. Rivers. It will be a deterrent, and that is the reason for it? 

Secretary Berry. Yes, sir. 

Mr. Rivers. Of flooding these private facilities? 

Secretary Brrry. Yes, sir. 

Mr. Witson. Mr. Chairman ? 

Mr. Kitpay. Mr. Wilson ? 

Mr. Wixson. One of the problems that we have found with the 
medical care is that it has been considered a privilege rather than a 
basic right, that if available it would be obtainable by the dependents. 

Now I am a little bit concerned by your last statement here, the 
last paragraph, where you say—- 
medical care for members of military families with the Government participating 
in the cost must remain a privilege and not a legal ae of the individual. 

Secretary Berry. As you note, I inserted, “as reported by the 
Moulton Commission,” and gave an explanation, that if an absolute 
legal right—and I would rather call upon the legal counsel to ex- 
plain the law on that. The reason they stated that was that in case 
of war, naturally the servicemen should have first priority. 

Mr. Wuson. I think we ought to tie it down in some way, though. 
We have had so many cases where we have had the privileges that 
through appropriations bills or one way or another have been taken 
away. 

I think we are going to have to give some statutory right to this 
problem, too. 

Secretary Berry. That is right. I said established by law. 

Mr. Kitpay. Of course, Doctor, we also mean that we do not want 
to get into such a condition under the law. 

Secretary Berry. No, sir. 

Mr. Kitpay. That a person who happened not to get medical care 
would have a course of action in the court of claims. 

Secretary Berry. That is right. 

Mr. Kitpay. Under the old quantum theory, where the issue would 
arise whether hospitalization for insurance was necessary ? 

Secretary Berry. Yes, sir. 

Mr. Kiipay. Or recommend in that case? 

And we get into interminable litigation as to matters of that kind. 
Isn’t that more or less what you have in mind? 

Secretary Berry. Yes, sir; I believe that is so. 

Mr. Kinpay. To establish it as firmly as we can ? 

Secretary Berry. Yes, sir. 

Mr. Kivpay, But not to have the decision of each medical officer 
subject to the review of the courts? 

Secretary Berry. Yes, sir. 

Mr. Kitpay. As to whether he should have accepted a patient in 
that instance. 

Mr. Buanprorp. Mr. Chairman, as a matter of fact, the bill as pre- 
pared very, very carefully spelled out the right to medical care, right 
as contrasted with the existing privileges—the right to medical care, 
but on a space and facilities available basis, with the further provision 
that any determination made in any facility by cognizant authority 
would be final and conclusive. 
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Secretary Berry. Yes, sir. 

Mr. Buanprorp. Now that is about as far perhaps as you can go 
in giving a vested right without bringing on a lawsuit, as the chair- 
man has indicated. would be the result, because then you would have 
people testing in court the availability of the facilities. And they 
could then say they went to a civilian facility when there was space 
available in a service facility. 

So the determination has to be final and conclusive. So this is a 
right subject to a final and conclusive determination. 

Mr. Netson. Mr. Chairman ? 

Doctor, under the terms of this bill, who is interested in the insur- 
ance? Just those members of the armed services who may happen 
to be transferred to a base where there are no adequate medical 
facilities available? 

Secretary Berry. Anybody could take out insurance if he wished. 

Mr. Netson. What is the advantage to a person who with his de- 
pendents is stationed at a base where there are adequate armed services 
medical facilities ? 

Secretary Berry. I would not think there would be very much ad- 
vantage to them, in such instances. You are right. I would see no 
advantage to their taking out insurance. 

Mr. Netson. So that the people who would be interested in the in- 
suranceprovision are those who have been transferred té a base where 
there are no armed services medical facilities available ? 

Secretary Berry. Or an overcrowded area, such as this city. 

Mr. Kiupay. I believe the Secretary stated that over 40 percent 
now 

Secretary Berry. That is estimated. 

Mr. Kipay. I understand the figure to be about 48 percent. 

Secretary Berry. Yes. 

Mr. Netson. Of service personnel dependents to whom no medical 
care is now available ¢ 

Secretary Berry. Yes, sir. 

Mr. Kitpay. So you have somewhere in the nature of 40 percent 
that would be affected ? 

Secretary Berry. Yes, sir. 

Mr. Kitpay. To whom it would be a primary importance to take 
the insurance ? 

Mr. Netson. Mr. Chairman, if I might pursue this? 

Mr. Kiupay. Yes. 

Mr. Netson. So is the provision made in this bill that this insurance 
can be terminated or taken out again? 

Secretary Berry. Yes, sir. 

Mr. Bianprorp. Mr. Chairman, may I mention in that connection 
that one of the pressing problems that will be before this subcommit- 
tee for the next few days is the question—well there are several ques- 
tions. 

One is whether or not the individual should make a contribution 
toward the cost of the premium, which raises then the question of 
whether or not he will terminate his insurance when he is in an area 
where there is a facility, or whether the committee feels it might be 
better to cover every one and have the Government pay the entire 
cost so that you will avoid the very heavy administrative cost of put- 
ting the insurance into effect and terminating it for the individual who 
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goes overseas, some take their families and some do not. And that 
will of course raise a very heavy administrative cost. 

Mr. Kitpay. Of course this will come up particularly in connection 
with the industry and their rates. 

Secretary Berry. Yes, sir. 

Mr. Kitpay. I think we will all be surprised at how much insurance, 
how many benefits you can get when you eliminate the administrative 
costs of billing and collecting and what not. 

Secretary Berry. Right. 

Mr. Kinpay. Maybe comparable to what we found as to national 
service life insurance in World War II, that it cost more to deduct 
from the serviceman’s pay insurance premiums at the finance center 
and then credit it in the Veteran’s Administration—it costs more for 
those administrative charges than all of the insurance that was paid 
because of deaths during World War LI. 

So it becomes very surprising the amount of insurance you can 
buy for what you pay for administrative expenses. 

Secretary Berry. Yes. 

Mr. Nexson. I assume our figures will show that. 

Mr. Kiwpay. Oh, yes, we will have all that. This is a job that we 
are likely to be on here for a little while. And I might say that the 
bill to which Mr. Bennett referred, benefits for medical personnel, 
has also been referred to this subcommittee, and if and when we finish 
with this that will be our next order of business. 

Anything further from Dr. Berry ? 

Mr. Gavin. Mr. Chairman ? 

Mr. Kinpay. Mr. Gavin. 

Mr. Gavin. In your extensive travels to which you referred, did 
you find a cooperative spirit between the different branches of defense 
on hospital facilities ? 

Secretary Berry. Yes, sir. 

Mr. Gavin. Medical doctors; they were coordinating wherever 
they could to cooperate ? 

Secretary Berry. Yes, sir. 

Mr. Gavin. To work together in a friendly manner ? 

Secretary Berry. Yes, sir. 

Mr. Gavin. You found that to be satisfactory, did you ? 

Secretary Berry. Yes, sir. 

Mr. Buanprorpv. Mr. Chairman, may I ask Dr. Berry just several 
questions ¢ 

Mr. Kinpay. Yes. 

Mr. Bianprorp. Am I correct, Dr. Berry, that the Department of 
Defense would endorse legislation that provided for a coinsurance 
system as the insured’s part of the cost, rather than have a volun- 
tary contribution by individuals who wished or did not wish to 
participate ? 

In other words, your position is that you will support any type 
of program, whether it is 100-percent contribution on the part of 
the Government on a coinsurance idea or a 30-percent contribution 
on the part of the individual without coinsurance. 

Secretary Berry. Yes, sir. 

Mr. BLanprorp. Now, may I ask you this question ? 

Is the Department of Defense ready at this time to give any indi- 
cation as to whether they have a firm, fixed position with regard to 
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the necessity of keeping outpatient care in the proposed legislation 
on an insurance basis or do you recognize that there are many and 
almost insoluble problems in connection with outpatient care? 

Secretary Berry. The latter. Yes, we do. There are very great 
problems in the whole outpatient care problem. 

If the committee wishes it, I am sure that Dr. George Baehr, of New 
York, who is head of the health insurance plan and has had experi- 
ence with complete insurance, would be glad to appear and testify. 

Mr. Buanprorp. May I ask one other question, Dr. Berry? 

Is it—one statement in somebody’s testimony indicated that the 
purpose of this legislation was not to eliminate any existing medical 
care that we now have in effect. 

Actually, the way the bill is now written, that would not be a 
correct answer ; am I correct in saying that ? 

Secretary Berry. I think 

Mr. Buanprorp. That this bill does eliminate certain types of med- 
ical care that are now given in certain medical facilities under 
Government control ? 

Secretary Berry. Yes,.sir. I think that could be handled, as we 
have discussed many times, by implementations. For instance, there 
is one criticism that has been made, as to what is acute surgery. 

I think that is a very valid question. My interpretation would be 
that what is good for the service and the man at that location at that 
given time. 

Mr. Bianprorp. The question, for example, of a hernia? 

Secretary Berry. Yes, sir. 

Mr. Buanprorp. That was questioned by an individual who wrote 
to the committee who indicated that while a hernia condition may 
be an acute condition for a man in the service, it might be purely an 
elective proposition insofar as a dependent is concerned. 

Secretary Berry. Yes, sir. 

Mr. BuaNnprorp. Now we are going to have to explore that termi- 
nology very carefully. 

Secretary Berry. I agree; yes, sir. 

Mr. Kizpay. Thank you, Dr. Berry. 

Secretary Berry. Yes, sir. 

Mr. Kitpay. This will conclude the hearing this morning. 

The full committee meets tomorrow morning and this subcommit- 
tee will meet immediately after the full committee tomorrow. 

And then at 2:45 tomorrow we will meet. We can’t meet at 2 
because we have a bill before the Rules Committee that I have testi- 
mony on in an attempt to secure a rule. 

So we will meet tomorrow immediately after the full committee 
meets. 

(Whereupon, at 11:56 a. m., the subcommittee was recessed, to 
reconvene Tuesday, January 24, 1956.) 





Houser or REPRESENTATIVES, 
ComMITTEE ON ARMED SERVICES, SUBCOMMITTEE No. 2, 
Washington, D. C., Tuesday, January 24, 1956. 
The subcommittee met at 11:45 a. m., Hon. Paul J. Kilday (chair- 
man of the subcommittee) presiding. 
Mr. Kitpay. The committee will be in order. 
We will resume hearings on H. R. 7994. 
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Plas first witness this morning is Admiral Kenner of the Coast 
uard. 

Mr. Kitpay. Admiral, just have a seat and go ahead with your 
statement. 

Admiral Kenner. All right, sir. 

Mr. Kixpay. You have a prepared statement, have you, Admiral? 

Admiral Kenner. Yes, sir; I have. 

Mr. Kizpay. Go ahead with your statement. 

Admiral Kenner. Yes, sir. 

Mr. Chairman and members of the committee: As a representative 
of the United States Coast Guard and Treasury Department, I wish 
to thank you for the opportunity to appear before this committee 
and speak for the so-called Medicare bill. 

As stated in title I of this bill, the purpose of this act is to provide 
an improved program of medical care for dependents of members of 
the Armed Forces. Without a doubt, that is an extremely sound plan, 
because of its importance in creating and maintaining a high morale 
in the Armed Forces by assuring military personnel, both at home 
and overseas, that improved care will be taken of their dependents 
by the respective department medical facilities or by the proposed 
insurance program. 

Today the serviceman in the field knows vastly more of the fortunes 
of his family than ever before; for this reason the troubles of civilian 
life at home loom large, particularly when the serviceman is away 
from his family. 

Shades of depression pass with the speed of radio from home to the 
outpost and back. In no instance can we find more fertile areas for 
such depression than that following emergency medical care, hospital- 
ization, or pending medical operations. By providing improved medi- 
cal care in Government-owned facilities or by the insurance program 
provided by this bill, we can, to a dadialoable degree, alleviate this 
depression and thus keep the morale of both the serviceman and his 
family on the high level necessary to insure contentment with a service 
career. 

Servicemen operate on a fixed income, and one which seldom pro- 
vides foremergencies. This is especially true with the man who needs 
medical care most, namely, the one who is attempting to raise a family 
and, as can readily be seen, the larger the family, the greater the need 
for medical care. 

It might be wondered why the increased need of medical care for 
dependents. The simple answer is that the serviceman of today is 
more and more a family man, which we find desirable because of his 
stabilizing influence on the service as a whole. A large percentage 
of Coast Guard personnel are either on loran or other isolated Coast 
Guard shore stations, or weather stations afloat where it is impossible 
for the serviceman to reach his family in case of emergency. AI- 
though the serviceman’s guiding hand is absent, we can, in some man- 
ner, alleviate this condition by having available improved medical 
care. 

Because of the extreme importance of caring for the serviceman’s 
dependents, the services themselves have in the past devised means 
of providing some medical care for their dependents. For many 
years we have found ways and means to care for the family of the 
destitute serviceman who has no means to meet unforeseen medical 
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expenses. These cases are usually handled by service welfare organ- 
izations through loans or grants. 

Of recent years United States Public Health Service hospitals have 
been made available to Coast Guard dependents on a space-available 
basis. This works well where the serviceman lives near a United 
States Public Health Service hospital. However, a large percentage 
of our personnel are not stationed near such facilities and the disparity 
causes considerable dissatisfaction among our personnel. 

Army, Navy, and Air Force personnel in Alaska, Hawaii, and other 
places overseas are cared for now on a space-available basis in Depart- 
ment of Defense hospitals. There are no United States Public Health 
Service hospitals outside the continental limits of the United States, 
and Coast Guard dependents may not be treated at Department of 
Defense hospitals except at a cost of $17 per day to the Coast 
Guard man. 

The bill before you will eliminate that condition because it author- 
izes Coast Guard dependents to be cared for outside the continental 
limits of the United States in Department of Defense hospitals. 
Inside the continental United States, the Coast Guard personnel 
will continue, under the proposed act, to obtain medical services from 
the Public Health Service where available, and where they are not 
available, dependents may resort to the insurance program. At 
present we visualize that our dependents in all areas will receive 
improved medical care under this bill. 

The Treasury Department recommends that the bill be amended 
to provide (1) that when the Coast Guard is operating as a service 
in the Navy, dependents of members of the Coast Guard on active 
duty be authorized to receive medical care and to participate in med- 
ical insurance plans on the same basis as dependents of the other 
Armed Forces, and (2) for authority to contract with local medical 
sources for care of certain dependents of members of the Coast Guard 
outside the continental limits of the United States where no military 
medical facilities or insurance plans are available. 

Item (1) continues in effect a provision of law whch would be 
repealed by the proposed act. Item (2) in effect would provide for 
Coast Guard dependents the same provisions that section 104 (h) of 
this bill provides for the other Armed Forces. It is anticipated that 
the Secretary of the Treasury will submit a voluntary statement cov- 
ering these proposed amendments. 

In conclusion, I would like to reiterate that enactment of H. R. 
7994 will improve morale in the Coast Guard, increase the potential 
staying power of the serviceman, and increase the attractiveness of 
the service as a career. 

The Treasury Department favors enactment of this legislation. 

Mr. Kinpay. Thank you, Admiral. 

Admiral Kenner. Thank you, sir. 

Mr. Kirtpay. I think we should get clear in the record the situation 
as it now exists on medical care for Coast Guard members as well as 
their dependents. 

Now at the present time in what hospitals are members of the Coast 
Guard in active service cared for? 

Admiral Kenner. They are cared for in Public Health Service 
hospitals where they are available. Public Health Service provides 
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hospitalization in Department of Defense hospitals for servicemen 
where facilities of the Public Health Service are not available. 

The active duty members of the service are adequately taken care of. 

Mr. Kirpay. We first want to get clear that the active duty per- 
sonnel of the Coast Guard will be cared for in Public Health Service 
hospitals where available. 

Admiral Kenner. Yes, sir. 

Mr. Kitpay. And where not available, and either an Army, Navy 
or Air Force hospital is available, they will be cared for in those 
hospitals ? 

Admiral Kenner. Yes, sir. 

Mr. Kinpay. So there is adequate care for active duty personnel 
of the Coast Guard ? 

Admiral Kenner. Yes, sir. 

Mr. Kitpay. Public Health, Army, Navy, or Air Force? 

Admiral Kenner. Yes, sir. 

Mr. Kizpay. Now as to the dependents of active duty coastguards- 
men at the present time, where are they cared for ¢ 

Admiral Kenner. They are cared for on a space and facility avail- 
able basis in Public Health Service hospitals and clinics and outpatient 
offices. 

Mr. Kizpay. And 

Admiral Kenner. That is within the continental United States? 

Mr. Kizpay. Yes; they, then, have the same access, the same hospital 
care and medical care, I should say, in Public Health Service hospitals 
that the dependents of other military have in their own hospitals? 

Admiral Kenner. Yes, sir. 

Mr. Kitpay. But suppose that the dependent is stationed with the 
serviceman but it is maybe 200 miles to the nearest Public Health 
Service hospital and there is a Navy hospital in the same town where 
the dependent is living and the serviceman is on duty. 

Then to what hospital does he have to go? 

Admiral Kenner. Civilian hospital, sir. 

Mr. Gavin. Tothe what? 

Admiral Kenner. Civilian hospital. 

Mr. Kiipay. Or go 200 miles to a Public Health Service hospital ? 

Admiral Kenner. That is right, sir. 

Mr. Kirpay. Is that correct? 

Admiral Kenner. Yes, sir. 

Mr. Kizpay. Even though there is an armed services hospital im- 
mediately available, that dependent will have to be taken to whatever 
distant Public Health Service hospital there is or will have to go at his 
own expense to a civilian hospital ? . 

Admiral Kenner. That is right, sir. 

Mr. Buanprorp. Mr. Chairman, that is at variance with the reply 
you received from the Department of Defense on this very question, 
although it may be a question of words. 

May I read the question that was proposed to the Department of 
Defense ? 

Mr. Kizpay. Yes. 

Mr. Buanprorp. And the answer—because this is a question that 
has bothered this committee for some time. The question was: 


Should Coast Guard dependents be authorized hospitalization in service 
facilities? 
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The reply we received is as follows: 


The Department of Defense position is that dependents of the members of the 
Coast Guard on duty, active duty, may receive medical care and hospitalization 
in Department of Defense medical facilities on a permissive basis when United 
States Public Health Service medical services are not available. 

This policy is in accord with the DOD comments made on proposed legislation 
for the medical care of Coast Guard dependents and would be effective whether 
the Coast Guard is operating as part of the Navy or under the Department of 

y. 
aTIne DOD would expect to be reimbursed for medical care rendered Coast Guard 
dependents. 

Mr. Kitpay. Does it say by whom ? 

Mr. Rivers. Public Health Service. 

Mr. BLanpForp. Well, that is another question. 

No, sir; because the statement of Admiral Kenner’s indicates that 
overseas the coastguardsman, not the Coast Guard, must pay $17 a day 
if his dependent is in a service mpeaniel outside the continental limits 
of the United States; is that correct ? 

Admiral Kenner. Yes, sir; as well as in the United States. 

Mr. Rivers. Mr. Chairman ? 

Mr. Kirpay. Mr. Rivers, please. 

Mr. Rivers. Admiral, I was going to pursue—I noticed here—I 
checked the same thing Mr. Kilday brought up. You then do not 
give this thing your unqualified approval, because, as Mr. Kilday has 
said, you do not have any clearcut authority, from your own testimony, 
for the care of your dependents even on a contractual basis so far as 
you know? 

Admiral Kenner. Sir, you are speaking of their dependents in a 
military hospital in the United States. 

Mr. Rivers. Yes; under the same conditions Mr. Kilday related to 
you; the same conditions. 

Admiral Kenner. Yes, sir. 

Mr. Rivers. So far as you know, they do not have now authority to 
enter military hospitals in the area if a Public Health hospital is not 
located there ? 

Admiral Kenner. It is our understanding that our dependents are 
not legally admissible to those hospitals. 

Mr. Rivers. Therefore, the information from the Department of 
Defense—— 

Admiral Kenner. Now, I think in an emergency—and I do know 
of occasional 

Mr. Rivers. Here you can take a civilian in the case of emergency ? 

Admiral Kenner. Well, where our military hospitals have taken our 
dependents, but there is a question of reimbursability. 

Mr. Buanprorp. Mr. Chairman, may I ask the witness a question ? 

Admiral, if a coastguardsman in Washington finds he has to have 
an operation, and it is not acute appendicitis but it is chronic and it 
has to come out, am I correct he has to drive to Baltimore for 
hospitalization ? 

Admiral Kenner. That is correct. 

Mr. Rivers. I introduced a bill, as you know, to give you that right, 
and I think that is the reason we got that reference from the Depart- 
ment of Defense. But you would like to see this bill amended 
whereby you would have the same right as other men and women 
serving their country ? 
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Admiral Kenner. Yes, sir. 
Mr. Rivers. Whether the Department of Defense says so or not. 
Mr. Witson. Mr. Chairman 
Mr. Kinpay. Well, if what the Department of Defense says is 
correct, there is no damage to be done by including it in this bill. 

Mr. Rivers. That is right. 

Mr. Kirpay. If the Department of Defense says it is now done, if 
we make it abundantly clear it should be agreeable. 

Mr. Rivers. That is right. You would like to see it? 

Admiral Kenner. Personally I would like to see it. 

Mr. Kinpay. Mr. Wilson? 

Mr. Wirson. The Department of Defense has made it clear they 
have no objection to giving that treatment, but it is up to the Coast 
Guard to decide. 

Mr. Rivers. They want to. 

Mr. Bianprorp. It is possible they would have no objection to the 
Coast Guard dependent being hospitalized on a reimbursable basis; 
is that right ? 

Mr. Kinpay. I think at this point it would be well to hear from 
Captain Martineau who wants to be heard. He is representing the 
Department of Defense. 

Castain Martineau. Mr. Chairman, I believe I could clarify that 
position of the Department of Defense as stated in the paper Mr. 
Blandford just read. Perhaps it is unfortunate wording. What was 
intended there is that we do not do it now, but we have no objection 
to it being done if it is authorized by the Congress. 

That is our recommendation. 

Mr. Rivers. That is good. 

Mr. Kiipay. Yes. [Chorus of “Yes.” 

I think the admiral should be well pleased. 

Mr. Rivers. Yes. You better stop right there. 

Mr. Kitpay. Mr. Nelson. 

Mr. Nextson. Mr. Chairman, do I understand Coast Guard depend- 
ents are put in Department of Defense hospitals and the expense is 
reimbursable by the Department and not the individual? 

Mr. Buianprorp. As I understand Admiral Kenner’s testimony, 
right today if a coastguardsman’s dependent outside or inside the 
United States is treated in a service facility the coastguardsman 
reimburses the facility to the tune of $17 a day. 

Is that what you intended to imply, Admiral ? 

Admiral Kenner. Yes, sir. 

Mr. Buianprorp. In other words, the Coast Guard does not re- 
imburse the coastguardsman. The coastguardsman himself pays the 
bill? 

Admiral Kenner. That is right, sir. 

Mr. Nexson. To put the Coast Guard on the same footing with the 
other services, that would be reimbursable by the Coast Guard. 

Mr. Buianprorp. That is right. You run into this complication, 
if I may say, Mr. Chairman. 

In the first place, the Coast Guard really has not much to say about 
this, because you might say for hospital purposes they are hospitalized 
by Public Health Service and Public Health Service controls it. 
The Coast Guard have no hospitals of their own. 
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Now you are going to run into this situation before we are through 
here, and that 1s if coastguardsmen can go into Navy and Marine 
Corps hospitals, why should a Navy petty officer living next door 
to a United States Public Health Service not be allowed to go into 
a United States Public Health Service hospital. 

Weare going to be faced with that problem. 

Mr. Netson. Why should they ? 
= BianpFrorp. Now the point I would like to make, Mr. Chairman, 
is this. 

Admiral, would you object to this bill which has as its purpose 
providing an improved and uniform medical program—I grant you 
the word “uniform” does not appear, but it is obviously the intent 
of this legislation to provide a uniform medical system. 

Would you object to title I and title II being identical where we 
would use the words “members of the uniformed services” through- 
out the bill, so you would have the same rights and benefits and the 
same liabilities as members of the armed services ? 

Mr. Rivers. Other armed services. 

Mr. Bianprorp. No. 

Mr. Kitpay. Armed services. 

Mr. Branprorp. Armed services. 

Admiral Kenner. I can only speak for the Coast Guard, sir. I 
cannot speak for the Public Health Service nor the Coast and Geodetic 
Survey. 

Mr. Bianprorp. Of course. 

Mr. Rrvrrs. A little louder. 

Mr. Witson. Louder. 

Admiral Kenner. That has been what we would have liked to have 
seen for a long time. But speaking of the peculiar position that we 
are in—— 

Mr. Buanprorp. I recognize your peculiar position. 

Admiral Kennuzr. There does remain the matter of who pays the 
bill for it. It is my understanding of this bill that there are certain 
obligations to the Department who supports the hospital for payment ° 
of them. 

Now, the Public Health Service receives appropriations to care for 
us in a medical way. Therefore, I doubt if I can safely speak for 
them as to their desires of having such an arrangement. 

Mr. Buanprorp. That is beside the point. 

As far as the Coast Guard is concerned—and I would like to make 
this clear for the committee. 

This is an important issue. You would like the Coast Guard to 
have the same benefits and the same liabilities—that is important—as 
are contained in this bill with regard to the Army, Navy, Marine 
Corps, and Air Force, so that you would have no objection to the 
use of the term “uniformed services” or the addition of the words 
“Coast Guard.” 

Let me take out the words “uniformed services.” 

So in effect the limitation on the type of medical care that can 
be provided, which is applicable in this bill to the Army, Navy, and 
Air Force, would be both. ace to the Coast Guard. 

So that the limitations and prohibition against dental care would 
be applicable to the Coast Guard just as it is to the Army, Navy, and 
Air Force; is that right ? 
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Mr. Rivers. Yes; but we have not passed on any prohibitions yet, 
Mr. Chairman, 

Mr. Buanprorp. No, sir; I am talking about the bill as now written. 

Mr. Kinpay. While we have the admiral here, let us get his answer. 

Admiral Kenner. Well, we desire to have the same medical care 
overall as the other services. 

Mr. BLanprorp. So—— 

Mr. Gavin. Comparable with the other services, 

Admiral Kenner. I am reluctant to answer that question because 
I do think that for that one matter I should consult the commandant 
on it. For this reason: that we prepared this report as this bill was 
written. 

I do think that the average coastguardsman would like equal treat- 
ment with the other services. 

fate Buanprorp. The only reason I mentioned it, Admiral, is that it 

oing to be a little difficult, in my opinion, to say that this bill pro- 
vides uniform care and then report a bill which sets up an entirely 
different system for the Coast Guard, Coast and Geodetic Survey, and 
Public Health Service, then it does for the Army, Navy, Air Force, 
and Marine Corps. 

Mr. Rivers. But you believe that whatever you do for the other mili- 
tary services certainly should be done for the Coast Guard? 

Admiral Kenner. Yes, sir. 

Mr. Rivers. That is what you are trying to get over? 

Admiral Kenner. Yes, sir. 

Mr. Kipay. And no more? [Laughter.] 

Mr. Miuier. And no more. 

Mr. Kitpay. I appreciate the admiral’s position, though. He says 
that particular point was not involved in the bill on which the Coast 
Guard reported and he would require consultation with the command- 
ant on that point. 

I think you are entitled to do that. 

Admiral Kenner. Yes, sir; the bill as written does give us a con- 
‘siderably mproved program over what we have now. But as I say, 
there are other departments involved in this. 

Mr. Wison. Mr. Chairman. 

Mr. Kirpay. Mr. Wilson. 

Mr. Wirson. The bill as written does not call for this interchange 
of interservice hospital care for dependents. It gives you a continu- 
ation of your present outpatient treatment to dependents, plus an 
insurance plan which would provide for hospitalization, and that is 
the feature that you like about this? 

Admiral Kenner. This bill provides us hospitalization and care 
of dependents outside of the continental limits of the United States 
and that is one area where we have been lacking in that respect and is 
highly - gama to us. 

Mr. Witson. I am speaking 

AparraL Kenner. And then inside the continental limits of the 
United States as the bill is written, we could continue dependent care 
as we do now, and with the insurance plan it made the bill appealing 
to us. 

Mr. Wison. Let me speak of the problem in San Diego, where you 
have a relatively small Coast Guard air station, and you also have a 
large naval hospital ; dependents of the Coast Guard personnel have to 
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go 800 miles to the Public Health hospital in San Francisco for treat- 
ment. 

Under this bill as you see it now they would continue—the depend- 
ents have been getting some outpatient treatment from the local Pub- 
lic Health dispensary. ' : 

As you see it under this bill, the dependents will continue to get 
that outpatient treatment, which includes dental care, plus an insur- 
ance program which will provide for their hospital needs. 

I would think the Coast Guard would be getting a great deal out of 
that provision. 

Mr. Gavin. How about the trip from San Diego to San Francisco, 
would that still be continued or would they be permitted to use the 
naval hospital ? 

Mr. Wizson. The naval hospital would not enter into it, because 
any hospitalization would be covered under the insurance provision. 
of the bill. 

Admiral Kenner. Yes. 

Mr. BuanpForp. Mr. Chairman, I might call Admiral Kenner’s at- 
tention to section 203 (d) of the bill, which provides that dependents 
of members of the Coast Guard, Coast and Geodetic Survey, and Pub- 
lic Health Service may be provided emergency dental care as defined 
in section 109 and dental care as the necessary adjunct to medical and 
surgical treatment in military dental facilities outside the continental 
limits of the United States subject to the availability of space facili- 
ties and capabilities of the dental staff. 

Now the interesting question that would arise is that by granting 
you that authority and presumably not repealing existing authority— 
that is, any type of authority which you may now have for dental 
care—you would end up in the peculiar position, I believe, insofar as 
the recommendation from the Bureau of the Budget is concerned, of 
having an authorization for a type of dental care which is similar to 
that provided all other members of the uniformed services, but in addi- 
tion to that you would not have the authority you now have for pro- 
viding additional dental care repealed. 

It may be that the intent of this bill insofar as the Bureau of the 
Budget is concerned—and that is. where title II originated, as you 
know 

(Admiral Kenner nods.) 

Mr. Buanprorp (continuing). Isto give you nothing more and noth- 
ing less than all other members of the uniformed services have with 
regard to dental care. 

Admiral Kenner. Yes, sir; but this applied only outside the con- 
tinental limits of the United States, did it not, this section ? 

Mr. BLanprorp. No; section 109 

Admiral Kenner. I mean as far as the Coast Guard is concerned. 

Mr. Buanprorp. Yes. 

Admiral Kenner. Section 203. 

Mr. Buanprorp. Yes; but 109 says— 


except outside the continental limits of the United States and in remote areas 
within the continental limits of the United States, dependents of the members of 
the Armed Forces will be restricted to emergency dental care and dental care as 
the necessary adjunct to medical or surgical treatment. 


Now you get into a question of definitions, when you use depend- 
ents of the members of the military services and things of that nature. 
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That is why I think, as Mr. Kilday stated, you must get the approval 
of the Commandant of the Coast Guard to determine what your posi- 
tion must necessarily be with regard to this title. 

It would seem to me that the solution to this problem is in a clearcut 
bill that talks about uniformed service personnel and their dependents 
right from the very beginning. 

Admiral Kenner. Yes. 

Mr. Bianprorp. Then you are on an even basis with everybody else. 

Admiral Kenner. That is right. 

Mr. Brianprorp. And then the problem that Mr. Wilson has stated 
will be solved because there is another provision in the bill which was 
written for the Coast Guard, and actually had the Coast Guard in 
mind, which says: 


In order to provide more effective utilization of military and medical facilities 
under the terms of this act, the Secretary of Defense shall prescribe regulations 
to insure that the dependents shall not be denied equal opportunity for medical 
care due to the service affiliation of the dependent’s sponsor. 

And that would mean if a coastguardsman walked into the Balboa 
hospital and there was space he would go in in the order in which he 
appeared at the door, regardless of who his sponsor was, so long as 
he was a member of the uniformed services, provided we use the word 
“uniformed services” throughout the bill. 

Mr. Gavtn. Does that apply to his dependents, too? 

Mr. Buanprorp. Yes, sir; that is what I am really speaking of. 

Mr. Gavin. Yes; in other words, there would be no further reason 
if he was in San Diego to be compelled to go 600 miles to San 
Francisco ? 

Mr. Buianprorp. This nonsense that they go through today of hav- 
ing Coast Guard dependents have to drive over to Baltimore for treat- 
ment is an example of what we are talking about. 

Mr. WIixson. Tt would also be solved by the insurance provision of 
this bill. 

Mr. Buanprorp. Well, from the insurance viewpoint now. 

They are in from the insurance viewpoint as the bill is now written. 

Mr. Wuson. I would like to know what the Commandant thinks 
about it, whether he would rather have included this insurance provi- 
sion with the interchange of hospitals. 

Admiral Kenner. May I say one more thing, sir ¢ 

We are not looking for more than anyone else. The way the bill 
was written we were put under a separate title. 

Now if the committee wishes to specify overall that we would get 
equal treatment with the other armed services, I do not see personally 
how we could register any objection. 

Mr. Buanprorp. Well, fine. 

Would you take that matter up with the Commandant? 

Admiral Kenner. Yes, sir. 

Mr. Branprorp. Mr. Chairman, I suggest that Admiral Kenner 
take that matter up, put the question exactly that way, and present 
the position of the Coast Guard to the subcommittee. 

Mr. Rivers (presiding). I would like to ask you, Admiral, isn’t it 
generally felt, though, that over the years the Coast Guard has been 
unequally treated with the other services as far as the Coast Guard 


men and their dependents were with respect to hospitalization and 
dental care? 
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Isn’t that the general feeling from your observations? 
Admiral Kenner. Not—it depends on what area you are speaking 
of. We have been treated 
Mr. Rivers. I am speaking about generally. 
Admiral Kenner. Yes, sir; I think 

Mr. Rivers. That has been the report you have had? 

Admiral Kenner. That has been the report. 

Mr. Rivers. Now any other questions from the admiral ? 

(No response. ) 

Mr. Rivers. Thank you, Admiral. 

Admiral Kenner. Mr. Chairman, may I ask one question ? 

Mr. Rivers. Yes, sir. 

Admiral Kenner. I take it from the questioning of Mr. Blandford 
that it is the committee’s thinking—and I am asking this question 
because I wish to take it back to the Commandant—that there is a pos- 
sibility that the committee may want to write this in as one whole 
title, the Coast Guard as one whole title. 

Mr. Rivers. You will hardly recognize the bill when the committee 
is finished with it. 

Mr. Buanprorp. I think I can speak for the subcommittee when 
I say I believe that is the prevailing opinion at the moment, that it is 
a little bit silly to have a separate title if we are going to talk about 
members of the uniformed services. 

Admiral Kenner. Yes, sir. 

Mr. Rivers. What Mr. Blandford wants is as far as protection is 
concerned, what the idea of the Commandant is. Because we will 
alter this bill in lots of respects. 

Mr. Gavin. Mr. Chairman, I think what the admiral wants is some- 
thing written in the bill that they will receive comparable and equal 
treatment with the other branches of defense. 

Mr. Rivers. Yes. 

Mr. Gavin. And that should be in the bill. 

Mr. Harpy. Well, on that particular point, Mr. Chairman, I think 
it is also important that we have an understanding that the Coast 
Guard is looking for an equal treatment and not for preferential 
treatment. 

Mr. Rivers. That is right, I think that is understood. 

We understand it. 

Mr. Gavin. Yes. 

Mr. River. Thank you, Admiral. 

Admiral Kenner. Thank, you, sir. 

Mr. Rivers. The next witness is Mr. Robert Johnston, counsel for 
the Public Health Service. 

Mr. Johnston ? 

Have a seat, Mr. Johnston. You may proceed, sir. 

Mr. Jounsron. All right, sir. 

Mr. Chairman and members of the committee : 

I am Robert Johnston, Office of the Surgeon General, United States 
Public Health Service, Department of Health, Education, and 
Welfare. 

I appreciate this opportunity to appear before the committee to 
testify with respect to H. R. 7994, a bill to provide medical care for 
dependents of members of the Armed Forces of the United States 
and for other purposes. 
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My testimony will be limited to title IT of the bill which would 
authorize certain additional medical care benefits for dependents of 
members of the Coast Guard, the Public Health Service, and the 
Coast and Geodetic Survey. 

Under section 326 (b) of the Public Health Service Act dependents 
of members of the Coast Guard, the Public Health Service, and the 
Coast and Geodetic Survey are authorized to be furnished medical 
advice and outpatient treatment by the Service at its hospitals and 
relief stations, and also to be furnished hospitalization at hospitals 
of the service. 

This authority for dependents’ medical care is subject to regula- 
tions of the President. Thus, the Public Health Service is today 
administering a uniform medical care program for dependents of 
members of such services. 

However, as the number of Public Health Service hospitals and 
outpatient clinics at which dependents may receive medical care 
is limited, many dependents do not receive such care because they are 
living in areas where no such facilities are available. 

We estimate that approximately one-fourth of our officers are 
stationed in areas within the continental United States, where out- 
patient medical care and hospitaliation cannot be considered to be 
available to their dependents because of the distances between such 
stations and the nearest outpatient clinic or hospital. 

Similarly, we estimate that an additional one-eighth of our officers 
are stationed in areas where no hospitalization is available to their 
dependents because of the travel that would be involved in going to 
one of our 16 hospitals. 

For these groups there is a distinct need for supplemental legisla- 
tion which would provide a program of medical care and hospitali- 
zation which dependents are authorized to receive under law, but 
which, generally speaking, they are not now receiving. 

We believe that this deficiency in our medical care program for 
dependents can best be met by providing a health insurance program 
for these dependents. An insurance program, such as that proposed 
by the Department of Defense in H. R. 7994, and extended to mem- 
bers of the Public Health Service, the Coast Guard, and the Coast 
and Geodetic Survey by section 201 of the bill, would, in our opinion, 
remedy this deficiency by authorizing a more adequate dependents’ 
medical care program with a resultant increase in morale. 

In addition to the officers described above, there may be other 
Public Health Service officers who will also desire to participate in an 
insurance program, but the extent of such participation cannot be 
closely estimated. 

Officers, even though they have both inpatient and outpatient care 
available to them, may, for numerous personal reasons, desire to par- 
ticipate in such a program. 

For officers located in the Washington area, for example, the nearest 
hospital in which dependents may receive hospitalization is located 
in Baltimore, Md. 

In the event of need for emergency hospitalization, the hospital at 
Baltimore could not be utilized, and the dependent would have to be 
hospitalized at a local nongovernmental facility, the expenses of which 
would have to be borne entirely by the officer. 
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Furthermore, regardless of the availability of medica] facilities, it 
must be noted that many of our facilities do not provide a full range 
of medical care such as obstetrical and pediatric care. For these 
reasons other groups of officers in the Public Health Service may also 
be desirous of participating in the insurance program. 

Therefore, uthiongh it may be estimated at a minimum that approxi- 
mately one-fourth of those Public Health Service officers who have 
dependents will elect. to take out an insurance contract, the total 
number of officers who would eventually participate may be substan- 
tially higher. 

Title II of the bill would also remedy another deficiency in our 
current medical care program. Except for an outpatient clinic in 
Hawaii and one in Puerto Rico, the Public Health Service has no 
medical facilities outside the contiental limits of the United States 
at which dependents may receive medical care. 

At the present time there are 330 dependents of Public Health 
Service commissioned officers who are outside the continental limits 
of the United States, and who are receiving little or no medical care 
in Government medical facilities. 

Section 202 of the bill would authorize medical care for these 
dependents in military medical facilities on a reimbursable basis, at 
rates to be approved by the Bureau of the Budget. 

Another deficiency of the current dependents’ medical care program 
is the lack of authority to give medical care to survivors of deceased 
members who, at the time of death, were authorized to receive medical 
care and hospitalization at Public Health Service facilities. 

Such authority is currently extended to the armed services and 
a be continued for the military under section 105 (b) (3) of 
the bill. 

Section 204 of the bill would amend the Public Health Service Act 
to provide similar authority for the Public Health Service. 

Speaking solely for the Public Health Service, the number of such 
widows and children will not be large. For example, during the 
past 3 years 19 officers died on active duty leaving 16 widows and 20 
children under age 21. 

The Department of Health, Education, and Welfare recommends 
the enactment of H. R. 7994 or a bill similar thereto, and particularly 
urges favorable consideration by the House Armed Services Com- 
mittee of title II of the bill. 

Mr. Rivers. Would you consider, Mr. Johnston, a bill similar 
thereto, one that gave the Coast Guard similar benefits that may be 
provided for the other branches of the military, for their dependents? 

Mr. Jounston. If that is a bill, Mr. Rivers, that the committee 
would report out, the Public Health Service and the Department of 
Health, Education, and Welfare, I do not believe would object to 
such a provision, and on our report to the appropriate committee on 
the Coast Guard bill it was my impression that we did not object at 
that time. 

However, I would like to point out that we also have a similar situ- 
ation with our dependents, where we have dependents living in a city 
where there is an adequate Army, Navy, or Air Force hospital which 
today can’t be utilized by our dependents. 
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So the only difference is the number of our dependents is smaller 
than the number in the Coast Guard. 

Mr. Rivers. I was coming to that. 

Would you want your entire Geodetic—what is the other? 

Mr. Bianprorp. The Coast and Geodetic Survey. 

Mr. Rivers. I know, the Coast and Geodetic Survey and what 
else—— 

Mr. Branprorp. And Public Health Service. 

Mr. Jonnsron. Yes. 

Mr. Rivers. You would want all of them to be fed out of the same 
spoon, is that what you mean ¢ 

Mr. Jounston. It would be my recommendation, sir, and when I 
say my recommendation, I am not'speaking for the administration or 
at this point the Department, but it would be my personal recommen- 
dation that if the Coast. Guard were to be put. into the bill, that the 
bill be written as Mr. Blandford suggested, on an uniformed-services- 
wide basis. 

Mr. Buanprorp. Isn’t this situation 

Mr. Rivers. Wait now. And that would include the Public Health 
and the Coast and Geodetic Survey ? 

Mr. Bianprorp. Yes, sir. The point that strikes me as strange and 
I know it struck this subcommittee in the past as strange was this: 
In the Career Compensation Act we moved a long way in the right 
direction. We call you all part of the uniformed services. 

Now we have the strange situation of the Coast Guard operating 
under the Treasury and the Public Health Service operating under 
the Department of Health, Education, and Welfare, and the Coast 
and Geodetic Survey operating under the Department of Commerce. 

And yet you are all members of the uniformed services. You all 
have a common disability retirement law. You all have a common 
pay scale. But when we get into these outside matters such as hos- 
pitalization and other things such as death gratuity benefits and the 
veterans’ benefits, you are a fish, but when you are over here under 
pay and retirement, you are with the rest of the fowl. 

Mr. Jonnston. That is right. 

Mr. Buanprorp. So all I say is why not take the next logical step ? 

Mr. Rivers. That is right. 

Mr. Buanprorp. And say you are part of the uniformed services, 
sed 1 you part of the uniformed services for the purposes of 
this bill ? 

Mr. Rivers. That is what you would like to see? 

Mr. Jonunston. I can say this, Mr. Rivers, that there has been quite 
a bit of sentiment in the Public Health Service that would go that way. 

Now, as I say, the bill as written is an administration bill. It is 
difficult for me at this point personally or officially to take an opposing 
view. 

Mr. Rivers. What would your wife like to see? 

Mr. JoHnston. I am sure if my wife were to step off a curbstone here 
in Washington and be injured by an automobile, she could not get to 
Baltimore, she would very much I am sure like to go to Walter Reed 
or Naval Bethesda. 

Mr. Rivers. Any other questions—— 

Mr. Jounston. To the extent of available facilities. 

Mr. Bianprorp. Mr. Chairman, may I ask this question ? 
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Do you foresee any complex problem arising if, other than the reim- 
bursement basis which could be controlled by the Bureau of the Budget 
or by regulations jointly prescribed by the Secretary of the Treasury 
and all the rest of the Secretaries, with regard to siemens we will 
say for—let’s take a sailor who is injured in an automobile accident 
coming into Baltimore. 

Now is there any reason why that sailor should not be put into the 
Public Health Service facility there, if there is space available for him ? 

Mr. Jounston. We see no reason, 

Mr. Buianprorp. And vice versa, is there any reason why a Public 
Health Service officer or a member of the Coast and Geodetic Survey or 
the Coast Guard who is injured going out to Rockville should not be 
admitted to Bethesda, and work it out so that your subsistence charge 
would be the same. 

You charge dependents $1.75 a day ? 

Mr. JoHnston. Yes. 

Mr. BuanpForp. Now, if they want to charge back and forth, if they 
want to get into a lot of bookkeeping, which they will want to do any- 
way, so the dependent will have to keep a running account of $17 a 
day to pay for the charge that you people would have to pay for, but 
the Department of Defense would reimburse you for that, fine, and 
then you could offset that for every admission that was made to a Public 
Health Service facility for a dependent or a member of the armed 
services who was admitted, do you see any great problem in that? 

Mr. Jounston. I do not personally. The officer, Dr. Hunt, who 
administers the medical-care program, feels that in the course of a 
given year the reimbursement we would have to make to the other 
services would probably be equal to the reimbursements they would 
have to make to us, and that that would be somewhat a lot of nonsense, 
to have to go through all the bookkeeping. 

Mr. Bianprorp. I agree with you, but that is what they will end 
up with. 

Mr. Jounston. But I understand the Department of Defense is 
pretty firm that there has got to be reimbursement if this thing comes 
about. 

Now I do not know what their reasons are. 

Mr. Buanprorp. That is the functional budget they operate under. 

Mr. Jounston. Yes. 

Mr. Wiuson. Mr. Chairman, let’s not forget the original purpose 
of this bill which is to improve the medical care for the armed services. 

And there are many instances where they are not satisfied with the 
medical care they are getting, with the facilities they now have. All 
we are talking about now is putting the Coast Guard into the same 
pot that the present services are in. It seems 

Mr. BianpForp. No. Mr. Wilson, it goes a step beyond that. Be- 
cause you have, again, two problems: 

Mr. Witson. I was going to say let’s not overlook that they will 
also be covered—they will be given the option of being covered under 
the insurance program if they want to go into that. — 

Mr. Buanprorp. Absolutely. And I would think that whatever 
decision the subcommittee makes with regard to whether there will 
be a coinsurance setoff or whether there will be a contribution, would 
take these people into consideration in the same manner. 


Mr. Rivers. Yes. 
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The next witness now is Commander Sheridan— 

Mr. Bares. Mr. Chairman—well, I am through with Mr. Johnston. 

But I would just like to ask the counsel, I hope we are not going 
to get into a lot of readtape on these reimbursable costs. 

Mr. Buianprorp. I agree with you. 

Mr. Bates. The taxpayer is paying it no matter how you figure it. 
It would seem to me if experience over the years shows that a certain 
service is bearing the brunt, then the appropriation should reflect 
that, and not a lot of silly paperwork going back and forth. 

Mr. Buanprorp. I could not agree with you more. 

Mr. Rivers. I agree with you. 

Commander Sheridan, Mr. Kilday says we will meet again at 2: 45 
after we hear the last remaining witness for this morning, Com- 
mander Sheridan. 

So those who are to be heard be back at 2: 45. 

Mr. Rivers. Commander Sheridan, will you have a seat? 

Commander Sheridan of the Coast and Geodetic Survey. 

Captain Rrrrensure. I am Captain Rittenburg. 

Mr. Rivers. Oh, I did not see all those stripes. I am looking at you 
through my bifocals. Have a seat, sir. 

Captain Rrrrensure. Mr. Chairman, we have made our statement 
purposely very, very short, because we were pretty sure that Mr. 
Johnston of the Public Health Service would cover the same points 
that we had to cover, and for that reason, as I said, we made this a 
very short statement. 

Mr. Rivers. Yes, sir. 

Captain Rirrensure. The Coast and Geodetic Survey appreciates 
very much the opportunity to appear before this committee and to 
testify in support of H. R. 7994. 

We fully realize that the number of personnel of the Coast and 
Geodetic Survey included in this proposed legislation is so few that 
we will have very little impact on the program. 

However, this bill is most important to our bureau. We have the 
same problem of providing adequate emoluments for service to our 
personnel as does the military in order to attract and to retain the 
caliber of personnel that is necessary if we are to fulfill our assigned 
functions. 

One of the most important provisions necessary is adequate medical 
care for dependents. We believe that this bill will materially assist 
us and we, therefore, endorse its enactment. 

Mr. Rivers. Thank you, Captain. 

Mr. Harpy. Mr. Chairman, I would like to ask the captain a ques- 
tion. 

Mr. Rivers. Yes, sir. 

Mr. Harpy. Captain, I am not sure that I understand what is your 
present situation with respect to dependent care. 

Captain Rrrrensure. Our dependents are served by the Public 
Health Service hospitals. 

Mr. Harpy. Does that apply to just your dependents of your officer 
personnel ? 

Captain Rrrrensura. No, sir. It applies to both the members of 
our crews and to the officers. 

Mr. Harpy. And also applies to your crews? 

Captain Rrrrensure. Yes, sir. 











Mr. Harpy. So that your representation here with respect to de- 
pendent care applies to crews as well as your officer personnel ? 

Captain Rirrensure. Absolutely ; yes, sir. 

Mr. Buanprorp. Mr. Chairman, may I ask two questions. 

Mr. Rivers. Yes. 

Mr. Buanprorp. What does a dependent—let’s say your wife goes 
in the hospital at Baltimore; how much do you pay the Public Health 
‘Service hospital ? 

Captain Rirrensure. I am awfully happy to say it has never hap- 
pened. I believe the figure is $1.75 a day. 

Mr. Buanprorp. So it is the same as the armed services? 

Captain Rirrensure. Yes, sir. 

Mr. Buianprorp. Now, if you go into a Public Health Service hos- 
pital, the Public Health Service charges that back against an appro- 
priation of the Coast and Geodetic Survey; is that right? 

Captain Rrrrensure. No, sir. 

Mr. Buanprorp. Or do they get an appropriation directly ? 

Captain Rirrensure. Public Health Service gets an appropriation. 

Mr. Buanprorp. A final question. 

Would you, too, like to be a member of the armed services ? 

Captain Rrrrensure. I was about to mention that when you started 
‘asking questions. It would depend upon whether you are talking 
about title I or title II. 

Now we are the smallest of all the services, and we bring in the 
complication. This bill as written now and approved by the Bureau 
of the Budget specifies section 326 (a) of the Public Health Service 
Act. Section 326 (a) includes our crew members. Our crew members 
are not a part of the uniformed services. 

And that is why by adding the uniformed services 

Mr. Harpy. That is why I asked a question about this. 

Captain Rirrensure. And I started to talk to that point when I 

Mr. Harpy. Well, now, of course, your crew members are in a unique 
‘sort of position. 

Have they found out yet what pay scale they come under ? 

Captain Rrrrensure. Yes, sir; I think they have. 

Mr. Harpy. I am not at all sure, Captain ? 

Mr. Bianprorp. May I ask: Am I not correct, Captain, that your 
crew members are invariably located in, either on board ship or as far 
as their homes are concerned, in home ports of ships where there are 
Public Health Service facilities ? 

Captain Rrrrensurce. Not always, but mostly. 

Mr. Buanprorp. In other wor ds, if this were amended to only include 
members of the uniformed services, the chances of an individual being 
injured—that is, by the passage of ‘the act—would be very slight ? 

Captain Rrrrensure. The question—well, it goes deeper than that, 
Mr. Blandford. It is the fact that immediately you could exclude 
our crews, the members of our crews, because they are not members 
of the uniformed services. 

Mr. Bianprorp. I know that, but I am saying they are invariably 
located in areas or they are serving on board ships that have home 
ports where there are usually Public Health Services facilities. 

Captain Rrrrensure. Yes, sir. 


Mr. Bianprorp. And their dependents are now allowed to go in 
there ? 
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Captain Rrrrensure. They are now allowed to go in there. 

Mr. Bianprorp. So the only thing we would have to wor ry about 
would be a special provision allowing those crew members to come 
under the insurance provisions 

Captain Rirrenserac. That is right. 

Mr. Bianprorp. Then we would not have any problem to speak of ; 
is that right? 

Captain Rrrrensure. That is right. 

Mr. Bianprorp. Would you buy that ? 

Captain Rrrrensure. I ‘myself would, but I would want to stress 
that point, that unless the crew members are included in what is now 
title II, speaking for myself I am pretty sure that the Admiral, Ad- 
miral Karo, would probably object to any provision including us. 

Mr. Bianprorp. We would protect their right to go into Public 
Health Service facilities. The only thing we would not open up to 
them is the right to go into service facilities? 

Captain Rrvreneure. Yes, sir. If their right to Public Health 
Service were protected as they are today and if they were allowed to 
come in under the insurance provisions, we would be very happy. 

Mr. BLanprorp. How many people are we talking about ¢ 

Captain Rrrrensure. What did you say, sir? 

Mr. Bianprorp. How many of them are? 

Captain Rrrrensure. There are 170 officers and there are 550 crew 
members. 

Mr. Rivers. You have somebody around here when we start writ- 
ing up the bill. 

If you have somebody to stand up, we will give him recognition. 
Captain Rrrrensure. All right. 

Mr. Rivers. Thank you, Captain. Thank you very much. 

The committee will be recessed until 2:45 o’clock. 

(Whereupon, at 12:03 p. m., the committee was recessed until 2: 45 
.m., of the same day.) 


I 


AFTERNOON SESSION 


Mr. Kitpay. The committee will be in order. 

We will resume on H. R. 7994. 

The first witness this afternoon is Admiral Grenfell. 

Just go ahead in your own way, Admiral. 

Admiral GrenretL. Good afternoon, Mr. Chairman. 

It is a pleasure to be back again with you and your committee, sir. 

As you will recall, last year the Department of Defense, Assistant 
Secretar y, Mr. Burgess, appointed a so-called career task force, an in- 
terservice committee composed of members from all four services to 
aid in the processing of legislation which was of common good to all 
the services. It was this task force that you recall that helped process 
the Career Incentive Act and worked so ably with your committee 
and your very fine counsel, Mr. Blandford. 

We were then given the survivors benefit bill to work on, and we 
followed that through and now they have given us 3 or 4 more other 
bills to do the same, sir. 

We have augmented our staff a little bit, Mr. Chairman, and we have 
divided our committee up into subgroups. These subgroups likewise 
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are composed of people from all services and it is their duty to work 
together and to get a common viewpoint from all the services so that 
we can come to the Congress and say that we do see eye to eye before 
we come over here or if we don’t, we let you know where we don’t 
see eye to eye. 

In addition, it is our purpose to work closely with you and your 
committee and your counsels in all ways possible and we offer our 
services completely in that regard. 

We are very happy to be back here, sir. We hope we can be of 
help with you and without further adieu, I would like to introduce 
the subgroup chairman who is handling the dependent medical care 
presentation to you this afternoon, Comdr. Frank Slatinshek. 

Mr. Kitpay. Thank you. We will be glad to hear from the Com- 
mander. 

Commander StiatrnsHeK. Mr. Chairman, gentlemen of the com- 
mittee: With your indulgence, I have prepared some visual aids to 
assist me in this presentation, and with your permission, I will go 
ahead. 

Mr. Ktupay. Go right ahead. 

Commander SiattinsHek. During the course of this presentation 
I hope briefly to review the existing situation governing dependent 
medical care in the Department of Defense, to point out the problem 
areas, to review the proposed solution as recommended in H. R. 7994, 
and finally to make a few observations in respect to the proposed 
solution. . 


WHy SHOULD THE SERVICES PROVIDE DEPENDENT MeEpICAL CARE? 


Because— 
Responsibility of long standing. 
Essential to morale and well-being of military personnel. 
Vital military career inducement. 
Standard career incentive in private industry. 

Now the question naturally comes up, why provide dependent 
medical care at all to members of the armed services / 

We feel that the provision of dependent medical care to members 
of the Armed Forces is absolutely essential because it is a responsi- 
bility of long standing. It is a traditional benefit, one which de- 
veloped as a necessary consequence of the unusual conditions of 
service life. Our military services have long recognized the inability 
of our servicemen to provide medical care for their families and conse- 
quently these service families have come to look to the military 
organization to satisfy this need. 

it is essential to the morale and well-being of our military per- 
sonnel. Perhaps nothing detracts more from the effectiveness of a 
fighting man than worry and concern about his family at home. We 
feel it is a vital military career inducement. It is something that can 
be measured in dollars and cents, and therefore we feel it should 
continue to be provided, particularly in view of the fact that today 
this particular benefit has become a standard career incentive in 
private industry. 
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Now, in the next chart I will attempt to review the spectacular 
increase in benefits of this type that have been made in private indus- 
try. This isa chart obtained from the Department of Labor, Bureau 
of Labor Statistics. It indicates and it covers approximately 11 
million workers who are covered by collective bargaining agreements. 

Early in 1948, approximately 2 million workers had some sort of 
health insurance or pension plan. 

Subsequently, early in 1954, this increased to the point where today 
almost 11 million workers in this group are covered by some form of 
health insurance. Particularly interesting to note is the fact that 70 
percent of these plans include dependents in their health-insurance 
coverage. 

Mr. Kitpay. What percent is that ? 

Commander StaTiInsHEK. 70 percent, and approximately 38 per- 
cent of these plans the employer pays the cost of the dependent 
coverage. 


Wuy SHOULD MILITARY FACILITIES PROVIDE DEPENDENT MEDICAL CARE? 


Because— 
Contributes directly to primary medical mission. 
Maintains professional proficiency of military doctors. 
Attracts and retains competent military doctors. 
Reduces doctor draft requirement. 
Permits economical utilization of facilities. 


Now, the question arises, Should we provide this dependent medical 
-care through our military medical facilities ? 
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We feel we should because it contributes directly to the primary 
medical mission by maintaining the professional proficiency of our 
military doctors, by attracting and retaining competent military doc- 
tors, and thus this, in turn, reduces our doctor-draft requirement. 

It has been estimated that for every career doctor we retain on 
active duty for 6 years we reduce our draft requirement for doctors 
by 4, and that is a significant saving. You may multiply that, of 
course, by a larger multiple developed in a 30- or 20-year term, and 
you see that there is an appreciable saving in obligated service from 
civilian doctors. 

It permits economical utilization of facilities. There is, of course, 
in our military medical facilities capacity that often is unused by 
military personnel due to the very nature of the system and conse- 
— it would be wasteful if we did not make that extra capacity 
available to their dependents. 

Mr. Rivers. If we were to utilize existing facilities with a bare, 
rounded curve across the board, how would it affect the incoming 
doctors that are forced to join the service? They are forced into the 
service, you know. They don’t join. They are forced in. 

Commander SuatiInsHEK. Yes, sir. 

In other words, what you are saying, if I may rephrase the question, 
is if we extend or if we made available to our dependents some increase 
in dependent care, would that have an adverse effect on the willingness 
of civilian doctors to serve in the service ? 

Mr. Rivers. Yes. 

Commander SiatinsHEK. I don’t believe so, sir. I believe we are 
extending all the care we possibly can now. 

Mr. Rivers. You said we had vacant facilities. 

Commander SratinsHek. I am sorry if I gave that impression. 
What I meant is that we have facilities that would go unused if we 
did not continue to extend medical care for dependents through our 
military facilities. In other words, if we eliminated dependent care 
at our military facilities entirely, we would have a certain amount 
of capacity that would go unused because of the very nature of the 
system. 

Mr. Rivers. Are you able to tell us whether or not these doctors who 
are forced in are becoming more reconciled to doing dependent medical 
care or do you know anything about that ? 

Commander SiatinsHeK. Actually, it is my understanding that 
that is one of the motivations for our career doctors and conversely 
I expect that our civilian doctors would look forward to doing some 
dependent care. 

Mr. Rivers. Career doctors, wasn’t it? They say they just don’t 
want to give people shots, as Mr. Kilday said. They object to that. 

Mr. Wirson. Mr. Chairman ? 

Mr. Kixpay. I wish we could go ahead to get the overall picture 
and then get into the questions. 

Mr. Rivers. I won’t ask any more. 

Mr. Kirpay.I think if we made notes as the Commander went 
along, we would probably do a little better. 

Commander StatinsHeK. Thank you. 
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DEPENDENTS OF MILITARY PERSONNEL 
ESTIMATED 
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To give you an idea of the magnitude of the problem numberwise, 
we have a total in excess of 3 million dependents in the Department 
of Defense. Approximately 2,600,000 are the dependents of personnel 
on active duty; 325,000 dependents are the dependents of our retired 

rsonnel ; 180,000 are the dependents of our deceased personnel, that 
1s, personnel who died on active duty, either during wartime or during 
peacetime. They are unremarried women and children who remain 
eligible for dependent medical care. 

Mr. Rivers. Three million? 

Commander SiatrnsHEK. Yes, sir. 

Mr. Bianrorp. You mean the 325,000 also to include the retired 
personnel themselves as well as their dependents ? 

Commander StatrnsHeK. No, sir; that is just their dependents. 

Mr. Rivers. Are you going to tell us what percentage of those get 
the service? 

Commander SiatinsuEeK. The percentage of these two groups—— 

Mr. Rivers. I am talking about the whole business. 

Commander SiaTInsHEK. We feel that approximately 60 percent of 
this group here obtain care in military facilities. 

Now, T Wave further broken down the active-duty group to indi- 
cate the composition and location of these dependents. 

Of the 2,600,000 dependents, approximately 400,000 are located out- 
side the continental United States; 2,200,000 are located in the United 
States. 

Now, of this 2,600,000 figure, approximately half are children, 45 
percent are wives, and 5 percent include various other types of depend- 
ents, including parents and dependent brothers and sisters. 
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Now, Mr. Rivers, in answer to your question, we feel that dependent 
medical care is not available to approximately 40 percent of our 
dependents because of distance, the fact they are located away from 
a medical facility, or because the particular facility might be over- 
taxed, or because the particular treatment is either unavailable or, in 
the case of a naval personnel, perhaps unauthorized. 

This estimate was arrived at by virtue of comparison of the total 
amount of treatments provided our dependents overseas as contrasted 
to the number of treatments provided our dependents in continental 
United States. 

We assume that we provide 100 percent care to practically all our 
dependents overseas and therefore by comparing that rate of care to 
the rate of care we provide our dependents located in the United 
States, we arrived at the 60-40 figure. 


Score or DMC 


Medical treatment presently extended on availability basis to the dependents of 
military personnel : 
Army and Air Force— 
No specific statutory limitations; however, domiciliary care for aged 
and chronic invalids not provided. 
Navy— 
Specific statutory limitations ; care limited to acute medical and surgical 
conditions, exclusive of nervous, mental, or contagious diseases. 
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Now, a review of the existing situation as far as who is entitled to 
care, what sort of care is provided : 

Presently medical care is provided on an availability basis to de- 
pendents of military personnel in the Army, Air Force, and Navy. 

In the Army and the Air Force this is predicated on statutory au- 
thority contained in the Army Appropriations Act of 1884. That was 
subsequently included in the United States Code as title 10 United 
States Code, section 96. The particular wording in that statutory 
authority does not prescribe the type of treatment that can be given. 
However, by virtue of subsequent regulations developed by the Army 
and Air Force, domiciliary care for the aged and chronic invalids is 
not provided. 

In the case of the Navy, however, in 1943 Public Law 51, 78th Con- 
gress, was enacted, which specifically outlined the type care that 
could be made available to our dependents. The language of the 
particular law is as follows: 

Care limited to acute medical and surgical conditions, exclusive of nervous, 
mental, or contagious diseases. 

That has been the statutory authority on which our regulations in 
the Navy are based for our dependent medical care. 

Dental treatment is provided to Army and Air Force personnel but 


it is specifically excluded by Public Law 51 for dependents of naval 
personnel. 


ELIGIBILity FoR DMC 


Medical care is presently extended to the dependents of military personnel— 
On extended active duty. 


Whose death occurred on active duty. 
Retired for disability or length of service. 

Now, the eligibility for this dependent medical care: 

Medical care is presently extended to the dependents of military 
personnel on extended active duty—by “extended active duty,” we 
mean a period of duty in excess of 90 days; 

To the dependents of personnel whose death occurred on active 
duty—here we have the un-remarried widow and dependent child or 
children ; 

To the dependents of personnel retired for disability or length or 
service. 

The only exception to this case occurs in the Army and Air Force, 
where we do not provide dependent care to personnel who retire under 
Public Law 810, title 3, that is 20 years of satisfactory Federal service. 

On the other hand, in the Navy we do provide care to this category 
of dependent. 

Worldwide DMC, fiscal year 1955 
Patients hospitalized (per day) 
Outpatients 
Deliveries 
De estate niepancs annealing aepsapccnbemecewion 


Special examinations and tests__.___.__.____..___-____________ 
Sor 9) iG) ee a a 


An examination of the magnitude of care provided: 

Each day in the Department of Defense, 7,932 beds are occupied by 
dependents throughout the world. There have been over 15 million 
outpatient treatments provided during fiscal year 1955; 

In excess of 200,000 babies have been delivered ; 
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201, 027 
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Complete physicals, 47,000 ; 

Special examinations and tests, approximately 75,000. That would 
include X-rays, blood tests, things of that kind; 

Immunizations, almost 3 million. I might add parenthetically here 
that these are administered for the most part by our hospital corps 
personnel, and nurses under the supervision of medical officers. 

Mr. Huppizeston. Those % apply to dependents? 

Commander SLaTINSHEK. Yes, sir. 

Mr. Rivers. You say 99 percent of the Immunizations are by corps- 
ment 

Commander SiatinsHEK. I would not say that, sir. I would say 
a great many of them are. 


Proposep SoLtuTion, H. R. 7994 


The Congress believes that it is sound public policy to provide * * * an im- 
proved program of medical care as an important factor in the creation and 
maintenance of high morale throughout the Armed Forces. * * * 

We feel that the language contained in the proposed legislation 
should be the guiding principle toward arriving at a satisfactory solu- 
tion of the problem. 

The language “an improved program of medical care” is most 
significant and we feel if we keep that in mind we will arrive at a 
happy solution. 

We feel that the proposed solution contained in H. R. 7994 does 
precisely that. 

ESSENTIAL Provisions or H. R. 7994 
1. Continues present policy providing DMC at military facilities. 
2. Supplementing this policy by : 
Providing for the establishment of a group health insurance program. 


Authorizing the purchase of DMC outside continental United States when 
necessary. 


Now an examination of what the bill provides and how it will 
affect. us: Fhe bill provides. for a continuation of the present policy 
of providing dependent medical care at military facilities. 

In other words, it would provide all the services with statutory au- 
thority to continue providing care to all the dependents that I enum- 
erated, personnel on active duty, personnel on the retired list and to 
the dependents of our personnel who died on active duty. 

However, in addition, it would supplement this program by pro- 
viding authority for the establishment of a group health insurance 
program, and it would also supplement this policy by authorizing the 
purchase of dependent medical care outside continental United States 
when necessary. 

There are situations in remote areas outside continental United 
States where neither military medical facilities or an insurance 
plan would be operative, and in those particular cases, we would like 
the Secretary of Defense to have the authority to provide for the 
purchase of care from local sources for dependents. 

Now in respect to the group health insurance program, this pro- 
gram will be available only to active-duty personnel. 

In a subsequent chart I will delinerate and go into the details 
of the insurance program itself. 

Now, who will be eligible for dependent medical care under H. R. 
7994: The definitions of eligibility for dependents are as follows: 
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ELIGIBILITY FoR DMC Unper H. R. 7994 


Lawful wife. 

Children, under 21, unmarried, including adopted or stepchildren. 

Parents and parents-in-law, if in fact dependent for over half of their 
Support. 


Widows and the dépendent children of deceased members of the Armed 
Forces. 


The lawful wife of the member, and when I use the term “mem- 
ber” I mean it to include our active-duty people, our deceased people, 
and our retired personnel, children under 21, unmarried, including 
adopted or stepchildren, parents and parents-in- -law, if im fact de- 
pendent for over half'their support, and widows and dependent chil- 
dren of deceased members of the Armed Forces 

Mr. Buanprorp. You had better add legitimate before that word 
“children” in there. 

Commander SiatinsHeK. Yes, sir. That is in the language of the 
bill. 

Mr. Rivers. The other group has no representation. 

Commander SiatinsHek. So I understand. 

Mr. Branprorp. The reason I mentioned it, I believe today the 
Army does provide dependent care for illegitimate children, is that 
right ? 

Confinandti SLATINSHEK. Yes, sir; that is right. 


Score or DMC UnpeEr H. R. 7994 


Diagnoses 

Care for acute medical and surgical conditions 
. Care for contagious diseases 

. Immunizations 

. Maternity and infant care 

. Certain limited dental care 


eo So 


The scope of dependent medica] care under the proposed bill follows 
the recommendations of the Moulton Commission. 

It would cover diagnoses, care for acute medical surgical conditions, 
care for contagious diseases, immunizations, maternity, and infant 
are and certain limited dental care. 

I would like to explain this last item. 

Outside the continental United States our dependents would be 
authorized to obtain dental care at our military medical facilities, 

However, in the continental United States they would not be per- 
mitted dental care except to such emergency care as is necessary to 
relieve pain and suffering. 


H. R. 7994 does not authorize: 
. Care for chronic diseases and domiciliary cases 
. Care for nervous and mental disorders 
. Elective medical and surgical treatments 
. Prosthetic devices, hearing aids, orthopedic footwear or spectacles (ex- 
ceptions ) 
5. Non-emergency ambulance service 
6. Routine home calls 


POON 


The bill does not authorize care for chronic diseases and domiciliary 
cases, care for mental disorders, elective medical care and surgical 
treatments, prosthetic devices, hearing aids, and so forth. As to the 
exceptions, in overseas areas W shere these devices are not readily avail- 
able from civilian sources they can be provided by the Government at 
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cost. Nonemergency ambulance service and routine home calls are also 
excluded. 

Mr. Rivers. Could I ask a question there ? 

Commander SLaTINsHEK. Yes, sir. 

Mr. Rivers. Are all of those exceptions excluded in the industrial 
type of insurance ? 

Commander StatinsHEk. Yes, sir; for the most part. 

There are of course exceptions. 

Mr. Bates. Are all of these excluded under the present law ? 

Commander StatinsHeKk. No, sir. Neither the Army or the Air 
Force has any specific statutory limitation on the type of care that it 
can provide, and so consequently it does not exclude it. 

On the other hand, Public Law 51, in respect to the Navy, does ex- 
clude these various items. 

Mr. Bares. It also excluded contagious diseases which you had on 
the prior chart. 

Commander SLATINSHER. Yes, sir. 

Our present law, Public Law 51 does not permit treatment for 
contagious diseases whereas in this case under this bill it would ex- 
tend that authority to cover contagious diseases. 

Mr. Rivers. If they would elect to get this insurance policy these 
things would not be included ? 

Commander SLattInsHEK. No, sir. 

Mr. Bares. Somebody will explain later on the reasons why you add 
it or subtract it. 

Mr. Buianprorp. Mr. Chairman, I think we want to make one thing 
clear again. We are talking about two different subjects here. We 
are talking about the type of care you will get in a service facility as 
well as the type of care you are going to get under an insurance pro- 
gram. 

Now this bill spells out the care that will be provided under the 
act, but whether or not that would preclude perhaps insurance cover- 
age for something of this nature, is another question. 

In other words, that is probably the intent, to limit the care to 
that which is provided in the service facilities but I do not believe 
that you could say that the bill as now written would prevent insur- 
ance coverage for perhaps an exception to one of these that are not 
included in a service facility. 

This is what you are going to get hereafter in a service facility on a 
uniform basis. The idea is to eliminate the discrepancy that takes 
place today where a boy with polio as disclosed in the Army-Navy-Air 
Force Journal might not be able to get into a Navy hospital because of 
the exclusion in the law, whereas that same boy could be admitted to an 
Army hospital. 

Mr. Rivers. Mr. Chairman, if counsel will yield, that could have 
been included in their estimate of what the cost would be for the in- 
surance policy because they would have to explore the various kinds 
of insurance from the insurance underwriters. 

Mr. Bianprorp. I think you are going to hear a great deal as to 
what an acute surgical condition is and I believe all of the insurance 
companies have provided Blue Shield, Blue Cross, have proceeded 
on the theory that none of these will be provided. 

It is possible that we may want to explore it further. 
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Mr. Wirson. Does this actually lessen the care that dependents are 
now getting from Air Force and the Army. facilities ? 

Commander StatinsupK. No, sir. For practical purposes it ex- 
pands it in the case of the Navy because of the inclusion of contagious 
diseases and for practical purposes does not affect the care provided 
our dependents in the Army and Air Force except for the limitations 
on dental care. 

That is a curtailment there, but again that is, shall I say in theory 
only. We do not provide a great deal of care to our dependents in 
the way of dental care in the Army and Air Force because of the lack 
of facilities. 4 

Captain Martineav. Mr. Chairman, could I have Mr. Bartimo, the 
counsel for the Defense Department, make a statement regarding the 
point that was just made by Mr. Blandford ? 

Mr. Bartrmo. Just in order that we might have a legislative history 
that might preclude something that we think the bill provides for I 
would like to make this statement. 

As Mr. Blandford knows, and I think you probably had it in mind 
when you made your statement that this is a limitation. 

On page 4 of the bill, article III, there is provided an optional plan 
whereby if an individual, a sponsor, decided he wanted to get more 
extensive medical care than that provided for in these exceptions he 
could do so by paying an extra fee. 

I only want to state that to be sure the legislative history is clear 
that so far as this bill is concerned that option is available. 

Mr. Bianpvrorp. That is the so-called catastrophic coverage or over- 
all coverage. 

Mr. Bartrmo. That is right. 

Mr. Rivers. I am glad you brought that up. I have not read this 
bill. There is no reason for me to change it anyhow. 


Group HEALTH INSURANCE PROGRAM UNDER H. R. 7994 


Eligibility : Personnel on extended active duty only. 
Participation: Voluntary, generally for a minimum period of 12 months. 
Plans: 
Basic: (I) For wife and children. 
Optional: (II) For parents and parents-in-law. 
(III) For catastrophe insurance. 
Charges: 30 percent of monthly premium cost of basic plan and 100 percent of 
additional cost of optional coverage requested. 
Coverage: Approximates care provided in military facilities with minimum of 4 
months hospitalization. 
Medical care: At either military or civilian facilities. 

Commander SiatinsHek. This chart outlines the details of the in- 
surance program itself. It will be made available only to personnel 
on extended active duty. Participation in the program will be purely 
voluntary on the part of the man himself. 

However, once he participates he will be expected to participate for 
a minimum period of 12 months unless circumstances indicate it would 
result in hardship as defined in regulations issued by the Secretary, 
and that saveanie requirement would be waived in event he went 
overseas or something of that kind, or left the service. 

Now the plan itself provides for a basic plan which will provide 
coverage for the wife and children of the active-duty member. 
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It also provides optional coverage which he may or may not elect. 
In the case of the first option, option 2, as indicated on this chart, he 
may elect coverage for his parents and parents-in-law, to the same 
degree as the coverage provided for his wife and children. 

However, in this case, he would be required to pay the entire pre- 
mium charge, whereas in the preceding case, he would only contribute 
30 percent of the premium cost. 

Kiso there is another option available for catastrophic coverage. 
We had included that option on the theory that going into the various 
possibilities on insurance, there might be a desire on the part of a 
member to provide coverage for things not included in this bill and 
if the member so desired he could thus elect the catastrophic coverage 
and of course again pay the entire premium. 

The charges, 30 percent of the monthly premium cost of the basic 
plan, that is, the plan covering the wife and children—100 percent of 
the additional cost of the additional optional coverage requested. 

Now the coverage : It will approximate the care provided in military 
facilities. 

There is a provision in the bill which is in effect a limitation on 
the authority of the Secretary which requires him to enter into a 
contract which will give hospitalization for a period of not less than 
4 months, it does not aatablish a ceiling on it, however. 

Now the programs that we have had suggested to us by the com- 
mercial underwriters and the Blue Cross and Blue Shield would for 
practical purposes give the same care as provided in our military 
facilities, with the exception of the availability of outpatient drugs. 
Presently, our personnel may obtain prescriptions in drugs at our out- 
patient drug counter if they are available in stock at no cost to them- 
selves. 

We did not make provision in the insurance program for that 
because of the difficulty in computing costs. 

Medical care will be available at either military or civilian facilities. 
Any member who participates in the insurance program will be per- 
mitted to elect to receive care either at the military or civilian hospital 
facilities. 

Mr. Harpy. Mr. Chairman, I want to understand this. 

Do I understand that no dependent would be eligible for medical 
care ina military facility unless he applied for the insurance program ? 

Commander SLATINSHEK. No, sir. 

Mr. Harpy. Looking at the voluntary part of your participation, 
dependents in residence close to a hospital facility would have very 
little incentive to take out the insurance plan; is that right? 

Commander StaTinsHEK. That is right, unless they are dissatisfied 
for one reason or another and wish to avail themselves of this low-cost 
insurance. 

Mr. Buanrorp. Or if they were in an area where the service facilities 
are so overcrowded that they can’t get in, which occurs in several 
areas. 

Mr. Harpy. In those areas you generally have a civilian facility 

retty well crowded, too. At least, that is frequently the case I think, 
ut your program has anticipated that the voluntary participation 
will be light in areas where service facilities are available ? 

Commander SuiatinsHek. That is right, sir. 

Mr. Harpy. And your rates are calculated with that in mind? 
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Commander S.iatinsHEK. That is right. They are calculated on 
the basis of our previous assumption that 40 percent of our dependents 
are not receiving care. ' 

Those people would naturally be interested in the insurance pro- 
gram, and the insurance actuaries use that basis for computing their 
costs. 

Now they have also indicated that a fairly high percentage of that 
group would necessarily have to participate in the insurance program 
to make it actuarily feasible. 

Mr. Harpy. That is a fairly high percentage. 

Commander StatinsueK. Of the 40 percent group. 

Mr. Harpy. They are the ones who live a considerable distance from 
the service medical facility ? 

Commander SLATINSHEK. Yes, sir. 

Mr. Buanprorp. Mr. Chairman, may I explain that the reason that 
we provide in the bill that an individual must take out this program 
for a minimum period of 12 months is to avoid the very problem that 
would arise in the case of an individual who would elect to be covered 
when he was in an area where there was no service facility and then 
if he were transferred 2 months later, to an area where there was a 
service facility he would want to drop his insurance. 

Now, in addition you have the so-called adverse selection problem 
which { do not have to burden this subcommittee with because we have 
heard it so much in connection with the Uniform Contingency Option 
Act, but you would have to if you are going to require the individual 
to sheaves! hem you would have to put some provision in to stop the 


skipping and jumping that would otherwise take place. 


In other words, since you are not going to have a provision in here 
that will require an individual, for example, to be covered for 10 
months before pregnancy would be covered—in other words an in- 
dividual can be covered and his wife would be entitled to go to the 
hospital the day before the delivery as far as that is concerned. 

In order to avoid all of the problems that you would have on that 
adverse selection we put a provision in the bill requiring an individual 
to be covered for at least a minimum of 12 months, 

Mr. Rivers. We understand. Let me ask you right now: Take 
Norfolk for instance or San Diego. 

They are very congested areas. Say everybody wants to go to a 
military hospital. Ifthe Congress underwrites this program, the re- 
sponsibility is yours and ours, you to recommend to us to build facili- 
ties because when this goes on the books this is not going to be a matter 
of privilege. 

This is going to be a matter of right by law, and I do not want to 
see us write any bill that would permit the Department of Defense 
under some future Secretary of Defense, where he has the military 
hospitals and deny service to these people because if they want military 
service let’s give it to them. 

Mr. BianpForp. Yes, sir, except the way the bill is written now, 
this is a right, subject to a condition precedent. 

In other words, the condition precedent is the space and facilities 
available. You are not giving a vested right to service care unless 
they have got the facilities to provide it. 

Mr. Rivers. That is one of the conditions precedent to getting that 
man to sign up, to get in in the first instance; or, say, in in the second 
instance. 
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That is one of the factors which retain that man because of the great 
investment you have got in him. I do not want to see it so you have 
somebody who wants to deny these things say, “We don’t have any 
facilities. You go out here and get a policy and we will get you into 
the hospital.” 

Mr. Kizpay. We won't have the answers to all of these things today. 
I think we had better have an explanation of the bill as it now stands 
so we will have this in mind when future questions come up. 

Commander SLATINSHEK. Yes, sir. 


BENEFITS OF H. R. 7994 


Creates uniform procedures for DMC among all services. 
Crystallizes into law the present traditional medical-care benefits. 
Improves the availability of DMC to every serviceman. 
Definitely increases career attractiveness. 

Now, a brief summary of the benefits of this proposed legislation: 
It will create for the first time uniform procedures among all the serv- 
ices in respect to dependent medical care. It will crystallize into law 
the present traditional medical-care benefits ; it will a the avail- 
ability of dependent medical care to every serviceman by virtue of the 

rovisions for insurance and care outside the continental United 
tates, and it certainly will make a military career more attractive. 

Now, we do have some special problem areas which we have encoun- 
tered during the course of the development of this proposed legislation. 
The question of freedom of choice of facilities: Since the Government 
is paying a portion of the cost of the insurance, are we justified in 
giving our dependents freedom of choice in respect to the utilization 
of facilities while perhaps we have capacity in a military facility 
which is not being utilized ? 

Another question : Shall the contribution of the service member—we 
have indicated 30 percent—would that contribution become excessive 
with rising medical costs and perhaps would it not be more desirable 
to change the method of insurance coverage to include a deductible or 
a coinsurance feature so that the member would not be required to 
make any contribution, except when his dependents actually use 
medical care? 

Another thought: Drugs and prescriptions. Shall they be included 
in the insurance program, although they are costs at the moment we 
are unable to estimate ? 

Is outpatient care to be included in the insurance program ? 

In negotiations with the insurance people we have discovered that 
they have no experience upon which to base an estimate cost of out- 
patient care, simply because there are no provisions for policing or 
deterrents to abuse, but they have suggested various alternatives. — 

However, under the program contained in our proposal, there would 
be unlimited outpatient care under the insurance program, and last 
but not least, we ere the question of whether or not the Government 
has in the consideration of an insurance program an obligation to con- 
sider and include the dependents of our retired and deceased personnel. 

They are simply questions that have arisen, and have not been com- 
pletely resolved. I bring them to your attention for that purpose. 

Mr. Rivers. We will have to resolve them for you. 

Commander SLatInsHEK. Yes, sir. 
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ALTERNATIVE PROPOSALS SUGGESTED BY THE INSURANCE AND BLUE Cross-BLUE 
SHIELD GROUPS 


A group health plan which would— 
Provide limited free coverage; 
Include a deductible feature ; 
Include a coinsurance feature; 
Include variations of above, and 
result in great improvement in dependent medical care without excessive cost. 

There have been alternative proposals made by the insurance people 
to use in the course of these negotiations. 

They have suggested the possibility of perhaps free coverage for 
our personnel by somewhat reducing the type coverage provide under 
the insurance program. 

The cost saving would perhaps be more than the 30-percent contribu- 
tion required of the member, and in that case we could eliminate com- 
pletely the necessity for a lot of paperwork. 

Another suggestion of the insurance people, we might add a deduc- 
tible feature which again would reduce materially the cost of the 
program, or perhaps a coinsurance feature which would apply after 
the total medical expenses reached a certain point and then the 
dependent or the service member would contribute perhaps 25 percent 
of the balance, or any variation of the above. 

All the groups with whom we have discussed this problem have 
suggested that we ought to give additional consideration to these 
possibilities and the end result would perhaps be a great improvement 
i our dependent medical care program. 

Now we have contacted the Life Insurance Association of America 
and the American Life Convention, who represent organizations who 
had 85 percent of the business in the accident and health insurance 
industry last year. 

We asked them for cost estimates as to what this program might 
possibly cost the Department of Defense if we provided in this insur- 
ance program the same sort of coverage that we give our dependents in 
military facilities. 


Cost estimates—Indemnity health insurance under H. R. 7994 * 
MONTHLY PREMIUMS 
{In dollars] 





Member Government 





From To From To 
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ANNUAL PREMIUMS 
{In millions of dollars] 
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1Based on 40-percent coverage of dependents in continental United States. 
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These cost estimates are based on the assumption that 40 percent 
of our dependents in continental United Stataes do not obtain medi- 
cal care at our military facilities today and would participate in the 
insurance program. 

Mr. Bianprorp. Commander, this is outpatient care, hospital care, 
surgeon’s fees but exclusive of prescriptions? 

Commander SiatinsHek. Yes, sir. It parallels the care given in 
our military facilities with the single exception of drugs and 
prescriptions. 

Mr. Rivers. On this they have had no experience whatever, the 
underwriters ? 

Commander StatinsHek. No, sir; I had reference to the out- 
patient part of the problem. They of course have extensive experi- 
ence on inpatient, hospital care, surgical care, that sort of thing but 
on the unlimited outpatient basis they do not. 

Now Blue Cross of course, and Blue Shield, have also made cost 
estimates available to us and I will discuss them a moment after I 
finish this. 

Now on the basic policy which would cover the wife and children 
of our active duty servicemen, the monthly premium costs would be 
in the neighborhood of $15 to $16. 

These costs also include contingency for reserves and the various 
administrative costs which would be experienced by the insurance 
organizations in underwriting our program. 

On the basis of a 70-30 split the Government would pay ten and a 
half and the serviceman four and a half a month for this particular 
coverage. 

Now the cost of the parent coverage is surprisingly large. We 
have asked why and they tell us that the experience, the incidence of 
illness and the necessity for care rises very sharply after age 45 and 
consequently the rather steep cost—$18 a month is what it will cost 
our servicemen under this program to take care of a single parent. 

This takes care of wife and children regardless of the number of 
children. 

This takes care of a single parent, $18. 

Now the annual figures: Under this program the cost would be 
somewhere in the neighborhood of 50 to 55 million dollars. 

The overall cost to the serviceman and Government combined would 
be somewhere in the neighborhood of 90 to 104 million dollars. 

The Blue Cross and Blue Shield have made a similar cost estimate. 
Their estimate is somewhat higher than this particular cost indicated 
here for the indemnity-type coverage. 

The indemnity-type coverage of course provides a dollar guaranty. 
When I mentioned a little earlier that this provides exactly the same 
coverage I would like to qualify that a little more. This will provide 
a dollar coverage so in event the surgeon attending the dependent 
requires a fee in excess of the indemnity coverage, then the dependent 
would be required to make an additional contribution, or share in the 
cost, whereas under the proposal of the Blue Cross, Blue Shield, 
they provide a service coverage. 

In other words, it is not based on a dollar amount but is based 
upon the service involved and they guarantee the care of a doctor for 
the particular service involved. 

That cost was slightly higher but it was relatively the same. 
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Mr. BuanprorpD. May I ask you a question at that point? 

Commander SuaTInsHEK. Yes, sir. 

Mr. Buanprorp. On your indemnity type, when those figures were 
presented to you, was that based upon a dollar maximum coverage per 
dependent or was it based upon a lifetime coverage. Was it based 
upon a maximum hospital coverage of X dollars with the patient 
paying in excess of a specific amount of money ? 

Commander Siatrnsuex. That is right. 

Mr. Buanprorp. What were those figures ? 

Commander SiatinsHEeK. They are quite detailed. 

Mr. Bianprorp. Let me ask you this: 

Was that figure based upon the maximum coverage we will say of 
$500 or $7,500 per year, or what kind of figures did they use? 

Commander SiatinsHeK. Under this proposal there is no maxi- 
mum dollar limitation. 

Mr. Buanprorv. That was lifetime coverage if I recollect correctly. 

Commander SLaTINsHEK. Yes, sir. 

I have copies of these proposals. I would like to make them avail- 
able to you. They are quite detailed. 

Mr. Buanvrorv. I think, Mr. Chairman, at this point we ought to 
get the indemnification program in our mind because there is a basic 

ifference between an indemnification approach and the so-called 
service coverage approach. 

We have this set of figures as the Government’s contribution. It is 
my understanding that the Government is willing to go as high as 
$76 million on this program. Here we have an annual premium in- 
volving a cost to the Government of between 50 and 55 million dollars, 
and a contribution on the part of the individual serviceman, but I 
think we ought to know what is not provided under an indemnification 
system. 

Mr. Kitpay. Let me suggest that you give us briefly, Commander, 
the indemnity health insurance, the main features of it, then give us 
the service features such as Blue Shield and all. 

Commander StatrnsHeK. Under the indemnity program the costs 
are predicated on the Veterans’ Administration schedule of fees con- 
tained in VA catalog No. 5. It is known as the hometown care pro- 
gram, made available to our veterans with service-connected disabili- 
ties and is the system whereby local doctors agree to provide service 
at a particular rate of pay or schedule of fees. 

That schedule was utilized by the indemnity people in arriving at 
their indemnity coverage, their dollar coverage. 

Mr. Kitpay. For an appendectomy there would be a certain amount 
maximum as to surgical ? 

Commander Siatinsnek. Yes, sir. 

Mr. Kizpay. How about hospitalization ? 

Commander SiatinsHek. On hospitalization the maximum hos- 
pitalization is 365 days, for a particular illness. 

Mr. Buanprorp. On semiprivate or is it on a dollar basis? 

Commander Stiatinsuek. It is not on a dollar basis. Semiprivate 
accommodations in that case. 

In other words if the hopsital charge for that particular type room 
in one area is $14 a day, they would meet that expense. 

If the charge were $20 a day they would meet that expense. 
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Mr. Kitpay. Which would be paid by the insurance company up 
to 365 days? 

Commander SLaTINsHEK. Yes, sir. 

Mr. Kitpay. No matter which bracket these charges came? 

Commander SiatinsHeEK. Yes, sir; that is right. 

Mr. Buanprorp. Is that renewal automtic or is it subject to approval 
by the insurance company for the particular individual ? 

Commander SLatinsHEK. That covers a single illness. If that ill- 
ness continues, of course, the coverage would cease. 

Now in event the dependent recovered from that illness the contract 
would be automatically renewed. 

Mr. Buanprorp. Take a child that was severely burned in an acci- 
dent, and he was hospitalized and after 365 days have passed the man 
is still in the service—the father—then the Government picks up the 
bill from there on out unless we can transfer that child to a service 
facility ? 

Commander StatinsHEeK. Yes, sir. There is a provision in the 
bill—this coverage is based on the 365-day principle. At that point 
there is a provision in the bill whereby the Secretary of Defense may 
move the dependent to a military facility, and if the military facility 
is not available, the Government is authorized to pay the continued 
hospitalization costs for that particular dependent. 

Mr. Netson. Mr. Chairman. 

Mr. Kitpay. Mr. Nelson. 

Mr. Netson. Is there any provision whereby the insurance company 
writing this insurance can cancel out to a serviceman ? 

Say for instance a serviceman has a history of illness with his de- 
pendents but does not exhaust the policy. The policy runs for 12 
months. Can the insurance company refuse to renew or cancel the 
policy or do they have to write it ? 

Commander SiatinsHeK. Under the understanding that we had 
had with the insurance people there would be no such provision for 
cancellation. 

Mr. Nextson. They could not cancel and would have to renew ? 

Commander SLATINSHEK. Yes, sir. 

Mr. Kitpay. You would have a master policy for the group? 

Commander SLaTINsHEK. Yes, sir; to cover all personnel. 

Mr. Kizpay. Any person who came within the terms of that group 
would be covered ? 

Commander SLATINSHEK. Yes, sir. 

Mr. Kitpay. Notwithstanding any personal defect or susceptibility 
or anything of that kind, where you have e master policy covering 
your group? 

Anybody who qualifies as a member of the group is automatically 
covered ? 

Commander SLATINSHEK. Yes, sir. 

Mr. Kitpay. In other words, you would not have automatic can- 
cellation out of individuals who qualified within the definition of the 
group ¢ 

Commander SiatinsHek. Yes, sir. I would like to qualify my re- 
marks by saying these are cost estimates and are predicated on the 
same type coverage we have in the military facilities within the ex- 
ceptions of the items that Mr. Blandford has drawn out. 
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Now the contract itself would cover these areas that we have dis- 
cussed, so that it would obviate the possibilities that were mentioned. 

Mr. Miter. How about prosthetic appliances ¢ 

Commander SiatinsHEK. They would not be included just as our 
military care does not provide that particular benefit. 

Mr. Miniter. A man with a bad leg would have to buy it? 

Mr. Bianprorp. Not the serviceman. 

Mr. Miter. His dependent. 

Commander SiaTINsHEK. Yes, sir. 

Mr. Rivers. Do you have a proposition whereby a man would pay 
X dollars and get the whole business ¢ 

Mr. Buanprorp. That is the deductible. 

Commander SiatinsHek. Yes, sir. That proposal has been made 
to us. 

Mr. Kinpay. Let’s wait on that. I will ask you to give us the in- 
demnity contract and the idea of a service contract. We will get later 
to the coinsurance and deductible features. 

Commander SiatrnsHeK. That generally covers the indemnity type 
program that is contemplated by these cost estimates. 

In other words, complete coverage, and it is analagous and com- 
parable to the type coverage we have in our facilities and in the case of 
hospitalization when the period of hospitalization exceeds 365 days, 
the Government can move the dependent to a military facility and if 
a military facility is not available the Government would continue 
care or continue to provide the cost for the care of the patient. 

Now the service coverage suggested by Blue Cross, Blue Shield, is 
predicated on a 4-month basis. 

In other words, the hospitalization would continue only for a 4- 
month period, 120 days, and after that time, again we would be forced 
to this other alternative whereby the dependent would be moved to a 
military medical facility or the Government would be required to pick 
up the additional cost. 

Now as a matter of fact we understand that to provide hospitaliza- 
tion in excess of 4 months would represent a negligible increase in cost, 
because of the few cases involved. 

However, that is the way the Blue Cross, Blue Shield cost estimates 
are based. 

Mr. Bianprorp. Am I correct that Blue Shield and Blue Cross have 
indicated that they could extend that to a 1-year coverage for as you 
say a very negligible amount ? 

In other words, they could modify their figure without any signif- 
icant change ? 

Commander SiatrnsHeK. That is my understanding. 

However, they attempted to follow the language in the proposed 
legislation. 

Mr. Buanprorp. May I ask one question, Mr. Chairman, before we 
leave indemnification ? 

Have the insurance companies indicated to you how their program 
would work with respect to doctors—perhaps I should phrase 
the question by posing a problem: 

An individual under an indemnification program such as contem- 
plated here would go to the surgeon for an appendectomy. The VA 
program allows a hundred dollars for that purpose. 
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As I understand the distinction between Blue Shield and this type 
of program, under this type of program a surgeon can say “Yes, I 
will take your appendix out,” and at that point you may not have too 
long to argue about fees. 

He might then send you a bill for $250. Your insurance pays a 
hundred, you pay the other $150. 

Now under Blue Shield as I understand it you go to a participating 
doctor who has agreed beforehand on the maximum fee he will charge. 
Under the Blue Shield operation there is an income level but if a per- 
son participates under this form of Blue Shield that is suggested here, 
he will in effect be under at least an ethical obligation to charge only 
that amount that is contained in the insurance contract, is that right ¢ 

Commander StatinsHek. That is right, sir. I would like to say at 
this time, the Blue Cross, Blue Shield people have indicated to us 
that in this particular operation they would not consider it as anala- 
gous to their present operation at all. 

They are simply being utilized as a vehicle or agent through which 
this program could operate. It is actually a hometown care program. 
In other words, they have gone out and acted in a sense as our agent 
and contacted the local medical societies throughout the country and 
have endeavored to obtain their general agreement and acceptance, 
that they would provide services at a certain schedule of fees, and of 
course the Blue Cross, Blue Shield organization would then act as 
fiscal agent through which we could administer this program. 

Mr. Buanprorp. Have the commercial insurance companies indi- 
cated to you how they in turn would exercise either ethical or moral 
control over the doctor will be participating in the sense that he 
will agree to operate, and then will only be reimbursed to the extent of 
the coverage? 

Commander StatinsHeKk. No, sir. They have indicated they have 
no plans for contacting doctors. 

However, they felt that the schedule of fees as supplied in the VA 
Catalog 5 indicated a reasonable level of fees, which would be ac- 
ceptable to the general practitioner throughout the country, because 
of the unusual nature of the program, the fact that it is covering our 
dependents, dependents of military personnel. 

Mr. Bianprorp. Do I understand correctly that these VA schedules 
vary in different parts of the country ? 

Commander SLaTINsHEK. Yes, sir. 

The schedule I have reference to, Catalog 5, is the basic schedule. 

There are 30 additional schedules or separate contracts which have 
been entered into between the VA and particular area or State groups. 

Mr. BLanprorp. So the commercial insurance companies that would 
sponsor this program, if they were selected to sponsor the program, 
would in advance commit themselves to a schedule of VA fees, know- 
ing that there were a variety of fees charged throughout the country. 
In other words, they are willing to take on that differential ? 

Commander StatinsHEK. No, sir. Their cost estimates are predi- 
cated on the single schedule of fees contained in Catalog 5, not on the 
entire gamut of fees. Some of the fee schedules are higher in some 
cases, in some cases lower. We use Catalog 5 as the basis for them. 

Mr. Héserr. Did I understand you to say that under Blue Cross 
and Blue Shield, under estimated fees, for instance, for surgery, that 
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the Blue Cross will pick up a certain amount of the entire amount, or 
what will they list ? ‘ , 

Commander StatinsHEK. They will pick up the entire amount in 
view of the fact they are providing a service in this program we 
contemplate. : 

Mr. j ronal In other words, under the existing contracts with Blue 
Cross and Blue Shield as estimated, the cost is given on every pos- 
sible surgical operation there is. Say, for instance, appendectomy 
at a hundred dollars. The doctor charges you $250. The Blue Cross 
does not pick up the extra $150. 

Commander StatinsHeK. This program is absolutely different. 

Mr. Kinpay. Let’s get clear now what the present Blue Cross-Blue 
Shield program is, the existing Blue Shield-Blue Cross program, 
just how does that operate ? 

Commander StatinsueK. I will give you the broad outline as I 
understand it. 

I understand both witnesses from Blue Cross and Blue Shield will 
be able to enlarge on that. 

Blue Cross-Blue Shield is made up of local organizations. Blue 
Cross and Blue Shield are independent of each other. They operate 
in various States and Territories throughout the country. They are 
welded together under a national commission, a national commission 
of the Blue Cross, a national commission of the Blue Shield. How- 
evel, their practices vary from one plan to another. One plan pro- 
vides a certain type of service, another plan might perhaps provide 
something else. 

They also have income limitations. The particular subscribers, if 
they earn, let’s say, for example, $4,000, they pay a certain charge. 
A certain charge will be made, and they will get their service com- 
pletely without reference to the cost the doctor places on the particular 
service he supplies. 

On the other hand, if their income exceeds $4,000, then the doctor 
feels free to charge whatever additional fee that would be necessary. 

Now, we have recognized these problems, so we have asked the 
national Blue Cross commissions, and the Blue Shield commissions, 
to give us some sort of assistance in the problem, and they have polled 
the various doctors throughout the country who normally participate 
in the Blue Cross and Blue Shield operation for their reaction. 

I understand an overwhelming majority have indicated a willing- 
ness to participate in the program, because of perhaps a sense of 
patriotism, and to participate in this program without an income 
ceiling on subscribers, and also under a program which would pro- 
vide a uniform type of coverage, the type of coverage that we have 
indicated here. 

Now, the response to that program or suggestion has been very satis- 
fying, and we have gotten a commitment from Blue Cross, Blue Shield, 
and they have indicated they thought that they could make this oper- 
ate. They contemplate the creation of an independent organization 
through which we could deal directly to take care of the fiscal and 
administrative problem that would be involved. 

Mr. Héperr. I don’t want to interrupt you, but I want to be specific 
on what I am directing my remarks to. 

For instance, in my office I carry my whole office staff under Blue 
Cross, to the fullest, maximum policy that is allowed—the best that 
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they can get. Everything is paid for and each of those is an individual 
policy. They are all similar. It lists on that policy X number of 
dollars for X operation, and if any operation costs more than that fee 
as listed, the individual has to pay. 

The Blue Cross does not pay the full amount. 

Mr. Bianprorp. That is because of the income provision. 

Mr. He&serr. No. I will tell you as an example, one member of my 
staff had an operation during the summer that was listed as a hundred 
dollars, and it cost $350, and the individual member of the staff had 
to pay the additional $250. 

ommander SLtatinsHeK. I am not altogether familiar with their 
operation. 

Mr. Heserr. And the policy also sets forth if you have read the 
policy, that these fees are merely fees set by the Blue Cross, and it 
does not indicate that it is really the amount that should be charged. 
It is their limit, what they will pay. 

Mr. Kitpay. Let me suggest that what we have is sufficient for our 
immediate purpose and we will have the Blue Shield and Blue Cross 
people state what they propose under this program, and that we now 
let the commander go on with the presentation that he has prepared. 

Commander StiatrnsHeK. That concludes my formal presentation. 

Mr. Rrvers. Before you go, the Blue Cross and the Blue Shield pro- 
pose to give us something better than what he is talking about ? 

Commander SLatrnsHeK. Yes, sir. 

Mr. Rrvers. It is anew proposition ? 

Commander StatrnsHek. In some areas they do have an indemnity 
type coverage, rather than a service type coverage. 

Mr. Rivers. When you say “indemnity”, that means I pay the bill 
and they will pay us? 

Commander StattnsHex. That is right. They tell you how many 
dollars they will pay. 

Mr. Rivers. An indemnity contract—to whom is the service di- 
rected, to the Blue Shield outfit or the personal service man’s 
dependents ? 

Commander StaTINsHEK. To his dependents. 

Mr. Rivers. The Blue Shield contributes what they will pay? 

Commander SLATINsHEK. Yes, sir. 

Mr. Rivers. In this proposition the Government pays the rest of it ? 

Commander SiatinsHEK. The serviceman pays the rest of it. The 
dependent himself pays the balance. In other words, if the operation 
costs $150 and he is indemnified for $125, he would pay $25. 

Mr. Kirpay. Commander, did you have anything farther? 

Commander StiatrnsHek. No sir; that concludes my presentation. 
However, I would be happy to answer any questions. 

Mr. Kitpay. This is haned on participation of 40 percent? 

Commander SLATINSHEK. Yes, sir. 

Mr. Kirpay. That is, 40 percent of the dependents who do not 
now receive any medical care. 

What portion of that 40 percent do they anticipate would take the 
coverage the entire 40 percent ? 

Commander StiatrnsHeK. They had hoped, of course, a hundred 

ercent would take the coverage. We have asked them the question, 
ince it is a voluntary program, what is the minimum you feel would 


a a a oe 


ity 
ill 
ny 
di- 


n’s 


it? 
The 
‘ion 


ion. 


not 
the 
lred 


ion, 


ould 


5579 


permit you some guaranty against adverse selection, and we were told 
something around 75 percent. 

Mr. Kipay. Of that 40¢ 

Commander SLATINSHEK. Yes, sir. 

Mr. Kizpay. Of course this means about $50 to the serviceman for 
his wife, children, or 

Commander SLATINSHER. Yes, sir. 

Mr. Rivers. If we were to give you a respectable percentage across 
the board for the military, as Mr. Hébert suggested, a floor below 
which the military couldn't go on doctors per thousand, how many do 
you think would take care of it? 

Commander SiatinsHEK. Perhaps the Surgeon General could 
answer that. 

Mr. Rivers. I noticed you covered that multiplicity problem by 
saying overtaxing of facilities or unavailability of care. That was 
included in that ? 

Commander SiaTinsHEek. Yes, sir. A number of dependents are 
turned away because of lack of facilities. 

Mr. Buanprorp. As I understand it, Mr. Chairman, all the insurance 
companies, commercial as well as Blue Shield and Blue Cross, have 
approached this subject from the viewpoint that there would be 40 
percent maximum participation in civilian facilities, and on a volun- 
tary contribution, approximately 75 percent of the 40 percent would 
be necessary to make it work # 

Commander SLaTinsHeK. Yes, sir. 

Mr. Buianprorp. Assuming a hundred percent of the 40 percent 
participated in this program, these are the resultant rates ? 

Commander SLATINSHEK. Yes, sir; on the indemnity type. 

Mr. Buanprorp. On Blue Shield and Blue Cross also? 

Commander StatinsHek. They would be slightly higher. The cost 
that was provided us by Blue Cross—and Blue Shield on the same 
basis, was near $65 million. 

Mr. Buanprorp. My point is this: We are talking here in terms of 
dollars in a very unknown quantity because we cannot predict trends. 

Commander StatiInsHEK. That is correct. 

Mr. Buanprorp. If we come up with a program here that provides, 
to be facetious, a scotch and soda for every day in the hospital in a 
civilian facility, where you don’t have it in a military facility, there is 
not going to be much question about where some people are going to 
head for. 

Commander StatmsHek. That is right. 

Mr. Buanprorp. So the trend, whatever we do, we have to be care- 
ful because the trend toward the civilian facility could throw these 
rates way off, so it is going to be very difficult for anyone, I should 
think, to come up with a flat dollar prediction, unless you have some 
organization that is willing to take the chance on the statistics that you 
have supplied. 

Commander StatinsHEK. That is correct. 

Mr. BuanpForp. Supposing those statistics turn out to be incorrect, 
supposing you find that 80 percent of the people in the continental 
United States wants to go toa civilian facility. 

Commander SLATINSHEK. The cost would increase tremendously. 

Mr. Buanprorp. What happens to your program? At the end of 
the year the commercial insurance companies I would suspect, having 
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lost 18 or 20 million dollars, would say, “We are no longer interested.” 
Is that a possibility ? 

Commander StiatinsHEK. They would suggest a raise in premiums, 
I am sure. The cost would raise tremendously, there is no question 
about it. With the indemnity type program, if more people partici- 
pate, of course, there would not be an increase in the unit premium 
cost. There would be an increase in the overall Government cost, of 
course, because of the contribution. 

Mr. Bianprorp. That is because you are making it available to 
everybody. Therefore, let me ask you this question, which I think is 
fundamental: 

If we provided 100 percent coverage—in other words, by the Gov- 
ernment paying the entire cost, would you then expect a substantial 
increase in the number of dependents who would be making use of 
civilian facilities ? 

Commander SLATINSHEK. Yes, sir. 

Mr. Buanprorp. Now, you would have to offset that? 

Commander SLATINSHEK. Yes, sir. 

Mr. Buanprorp. What would you propose to offset it, either coinsur- 
ance or deductible program ? 

Commander SuLaTinsHEK. Yes, sir. That is my opinion. 

Mr. Bianprorb. So the nub of this problem really boils down to try 
to stay within limits by balancing your program so that you don’t 
overweigh it on one side, so that you get a result that you do not want 
for a variety of reasons. Is that about what it boils down to? 

Cosmin SLATINSHEK. Yes, sir. 

Mr. Rivers. To follow that up, is this thing so designed that a Sec- 
retary of Defense couldn’t cut the present existing facilities and make 
them all ultimately go to the commercial outfit ? 

Captain Martineau. The bill provides that the present program 
will be continued and it would be expressed as part of the law. We 
would continue the present program and augment the present pro- 
“ve where necessary with the use of civilian facilities, financed un- 

er an insurance plan. 

Mr. Rivers. The putting in of a certain figure by law below which 
they could get doctors per thousand would help, wouldn’t it ¢ 

Captain Martrneav. Yes, sir. 

Mr. Gavin. I have a question, Mr. Chairman. 

Mr. Kitpay. Mr. Gavin. 

Mr. Gavin. Would this coverage protect the serviceman and his 
family wherever he may be or wherever he would be stationed ? 

Commander SLATINSHEK. Yes, sir. 

Mr. Gavin. Outside of the continental United States as well as 
within? 

Commander StatinsHex. That was not contemplated. It was con- 
templated it would cover only in the continental United States and 
therefore the escape clause, when he was transferred outside the 
continental United States, if the insurance plan was not operative 
over there, of course he would either have access to a military facility 
and in the event that were not available, the local area commander 
would obtain care from a local source at Government expense. 

Mr. Gavin. He would be taken care of ? 

Commander SLATINSHEK. Yes, sir. 
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Captain Martineau. May I intterpose on that point that Mr. Gavin 
just raised, Mr. Chairman? 

Mr. Gavin spoke of guaranteeing care. 

Mr. Gavin. That is right. 

Captain Martineau. The only way we can guarantee care to a de- 
pendent is to provide a military facility, even though you authorize 
the use of civilian facilities, there is nothing in this bill, and I don’t 
could be, that would guarantee civilian care. It might not be avail- 
able. You can’t force a civilian doctor to go 50 miles to a remote 
military installation, for instance, so the only way we can guarantee 
care is to provide military personnel and facilities. 

Mr. Gavin. The serviceman may take out the insurance while he 
is in the continental United States, and then be shipped somewhere 
else. I presume it would be with his family. He is looking for 
protection. That is what I am trying to determine, whether he is 
going to be given that protection when he is outside of the continental 
United States the same as he would be given it while he is in the United 
States. 

Captain Martingav. Well, sir, it is the purpose of this bill that 
they would attempt to provide that, either by providing military care 
overseas, or as Commander Slatinshek pointed out, the authority to 
contract for local care. 

Mr. Gavin. Will that provision be in this contract if this legisla- 
tion is passed, to protect the man when he is outside ? 

Mr. Bianprorp. That is in the legislation. 

Mr. Wutson. Mr. Chairman. 

Mr. Kitpay. Mr. Wilson. 

Mr. Wuson. I would like to ask a pretty basic question. 

Do you anticipate any increase in the medical corps of the various 
services to take care of the dependents under this program ? 

Commander SiatinsHeK. Captain Martineau, would you answer 
that question ? 

Mr. River. You had better let the admiral answer it. 

Admiral GrenrexL. I will. 

I think it all depends on whether Mr. Rivers gets through his 
amendment we are talking about. 

Mr. Wirson. I wondered whether it was in your thinking that this 
was going to be an increase in facilities. 

Captain Martineau. It is not the purpose of this bill, Mr. Wilson, 
to increase present military facilities, nor is it the purpose to reduce 
present military facilities. 

Mr. Wuson. In other words, you want to strike a balance so that 
you can continue about the amount of medical care that you are now 
giving dependents, and in addition supplement it with insurance for 
those who are not getting the care; is that right ? 

Captain Martineau. That is right. 

Mr. Rivers. The Chief of Naval Personnel testified that they 
would want more in the Navy. 

Mr. Gavin. Let’s get this straight. 

You are presenting this case for all branches? 

Captain Martrngav. Yes, sir. 

Mr. Gavin. The Navy is constantly referred to. You are present- 
ing it for all branches? 
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Captain Marrinnav. For the Department of Defense. 

Mr. Brianprorp. Mr. Chairman, we have a very basic problem 
which will come up as you mentioned the other day with regard to 
making the service more attractive, to get more career doctors. In 
other words, we are having trouble now to get doctors to take care of 
the present load. This bill, if it is enacted, depending on what this 
subcommittee works out in the long run, will perhaps reduce to some 
extent the heavy dependent load in certain areas. It may or may 
not. If so, it will not necessarily result in a reduction of doctors. 
It will result in a better distribution of service doctors as they have 
today. It could have that result. 

In addition to that, the big thing that this bill will do, and I think 
‘the subcommittee must keep it in mind, is, it is going to provide at 

least an opportunity for care for a serviceman’s dependents in areas 
where there is no coverage today. 

Mr. Wuson. This presentation was pointing out the importance 
of this dependent care for maintaining the Medical Corps and how 
important it was to the individual doctors in the service. Yet we 
have had previous testimony, just yesterday, to the effect that already 
the military facilities were overcrowded, and the doctors were work- 
ing long hours, and overtaxed and were getting out of the service 
because they had too much work to do. 

Was it the intention of the testimony today to lessen the amount 
of dependent care ¢ 

Captain Martineau. I would like to attempt to answer that ques- 
tion, Mr. Wilson, by stating that our present problem is some of both. 

Mr. Kitpay. May I say, gentlemen, that in this bill, as any other 
bill, that is, technical and complicated, we can’t settle all of these 
issues in the first day. We are bound to get off on various questions. 
I think we have done very well, getting started yesterday morning 
and today being interrupted with a full committee meeting and 
with the Rules Committee meeting. We are going to have to adjourn 
now until tomorrow morning at 10 o’clock, and as we go along, these 
things will fall into a pattern and we will be able to take them up 
separately and discuss them. 

We have got to remember that there will be a number of alterna- 
tives suggested that we have to examine into, and there is no point in 
passing any bill unless we have the insurance industry willing to 
write the policy to provide for it, so probably we will get down to 
real questions as they appear from the industry’s appearance. 

Tomorrow morning we will have Dr. Hamilton, Dr. Crawford, of 
the American Medical Association, Mr. Bernard J. Conway, American 
Dental Association, Mr. Williams, American Hospital Association. 
The services will be here. 

We will adjourn until tomorrow morning at 10 o’clock. 

(Whereupon, at 3:58 p. m., the subcommittee adjourned, to recon- 
vene at 10 a. m., Wednesday, January 25, 1956.) 


House or REPRESENTATIVES, 
ComMITTEE ON ARMED SERVICES, SUBCOMMITTEE No. 2, 
Washington, D. C., Wednesday, January 25, 1956. 
The subcommittee met at 11: 15 a. m., the Honorable Paul J. Kilday, 
chairman of the subcommittee, presiding. 
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Mr. Kirpay. The committee will be in order. 

We will resume our hearings on H. R. 7994. We have two witnesses 
this morning from the American Medical Association. I suggest 
that they both come to the table at the same time, Dr. Woodruff L. 
Crawford and Dr. Edwin S. Hamilton. 

Will you gentlemen just come up to the table, please? If you have 
anyone else with you, Doctor, that you want. 

Dr. Hamanron. Mr. Stetler. 

Mr. Kizpay. You may proceed with your statement, Dr. Hamilton. 


STATEMENT OF DR. EDWIN S. HAMILTON, MEMBER, BOARD OF 
TRUSTEES, AMERICAN MEDICAL ASSOCIATION 


Dr. Hammon. Mr. Chairman, members of the committee, I am 
Dr. Edwin S. Hamilton of Kankakee, Ill., where I am engaged in 
the private practice of medicine. I am a'member of the board of 
trustees of the American Medical Association, on whose behalf this 
statement is presented. I am accompanied by Dr. Woodrutf L. Craw- 
ford, the chairman of the committee on maternal and child care of 
our council on medical service, and Mr. C. Joseph Stetler, the director 
of the AMA law department. With your permission, Mr. Chairman, I 
should like to discuss briefly the basic philosophy and position of 
the American Medical Association with respect to the provision of 
medical care for the dependents of military personnel. Dr. Crawford 
will then address himself to the pending bill. 

I would like to state at this time that we appreciate very much 
the courtesy extended to us, disrupting the ordinary routine of your 
hearings to allow us to appear this morning. We do appreciate that. 
I want you to know that. 

Mr. Kitpay. Thank you. Weare glad to have you. 

Dr. Haminron. We are keenly aware of the very serious effort 
which has been made by members of this committee, by the Depart- 
ment of Defense, and others to solve the problem of providing medical 
and hospital care for the dependents of our military personnel. I 
assure you that we are anxious to be of assistance in arriving at the 
best possible solution. 

As you know, on the basis of our previous testimony, the American 
Medical Association has taken no position on the question of whether 
it is the responsibility of the Government to provide medical care for 
the dependents of military personnel. In our opinion this is a question 
for Congress to decide. 

We do strongly urge, however, in the event such care is to be pro- 
vided, that increased emphasis be placed on the utilization of civilian 
facilities and the services of civilian physicians. Such a program, in 
our opinion, would reduce the requirements of the Armed Forces for 
physicians and obviate the necessity for any further extension of the 
doctor draft law. 


We are not alone in our desire to eliminate this discriminatory spe- 
cial doctor draft, which is disliked by all who have anything to do 
with it. It is difficult and e ao to administer, and both the 


Department of Defense and the Selective Service System would prefer 
to meet the medical manpower requirements of the Armed Forces by 
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other methods. Its disruptive effect on civilian medicine is not the 
least of its undesirable characteristics. 

The American Medical Association is convinced, after careful 
scrutiny of the problem, that it is first necessary to build and 
strengthen the career Medical Corps. We also believe that it is es- 
sential to appraise realistically the services rendered by uniformed 
medical officers and, wherever possible and consistent with the mission 
of the Medical Corps, to utilize the services of civilian physicians. 
We believe that a fair and reasonable solution can be reached by at- 
tacking the problem in this fashion. 

In connection with the first objective, we are impressed with the 
essential features of the improved career program for medical and 
dental officers developed by the Department of Defense. We feel that 
a. program containing all of the proposed elements would result in 
attracting and retaining for the medical services of the Armed Forces 
an adequate number of career officers. Such a result is highly desir- 
able, both from the viewpoint of efficiency and economy. 

The second phase of this program is closely allied to our policy on 
medical care for the dependents of servicemen. In formulating this 
policy we have been concerned with the constantly growing demands 
on the Military Establishment for dependent care. This fact, to- 
gether with the decrease in the number of career medical officers, may 
well, in a short time, threaten the ability of the Medical Corps to dis- 
charge its primary mission. 

The Department of Defense has indicated that there were approxi- 
mately 31 million out-patient treatments in the continental United 
States during the fiscal year 1955. 

Of this number, over 11 million, or 37 percent, involved military de- 
pendents. During this same period an average total of over 34,000 
hospital beds were used in providing hospital care in medical installa- 
tions, of which 6,423 or 18 percent were occupied by dependents of 
military personnel. The number of deliveries in service hospitals in 
the United States has risen steadily from 42,000 annually in 1948 to 
145,000 annually in 1953. Worldwide, there were over 200,000 deliv- 
eries in service hospitals in 1955. 

These figures are important because a high proportion of the de- 

endent medical care, now provided directly by the Armed Forces, 
is supplied in areas where civilian facilities are entirely adequate. 
Not only does care furnished under these circumstances place an un- 
necessary strain on the Medical Corps, but it is detrimental to the 
medical care of the civilian population as a whole. The duplication 
of facilities and the resulting competition for the services of trained 
health specialists has created a shortage of essential facilities and serv- 
ices in certain civilian communities. 

We feel that if the Congress sees fit to continue to provide, or to 
expand, medical care for the dependents of members of the Armed 
Forces, the services of civilian physicians and hospitals should be 
used wherever possible, to be paid for at prevailing rates, with pro- 
vision for free choice of physicians. 

In our opinion, this is a sound, fair, and workable position. It is 
one which oe been tested and one which will benefit the service per- 
sonnel and their dependents, relieve the unnecessary strain on the 
military medical services, and aid in the orderly development of com- 
munity medical services for all the people. 
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We realize, as we are sure that you gentlemen do, that under any 
system adopted some time will be required to iron out unforeseen 
details and obtain a smoothly functioning program. To assure suc- 
cess, the most complete cooperation of all concerned will be required. 
On behalf of the medical profession, we pledge you our support. 

With your permission, Mr. Chairman, Dr. Crawford will now dis- 
cuss the pending bill in relation to our policy and recommendations, 
after which we will be glad to attempt to answer any questions. 

Mr. Kitpay. Thank you, Doctor. We will hear Dr. Crawford and 
then we will direct questions to both of you, or any of the three of 

ou. 
. Dr. Crawford, go ahead with your statement. 


STATEMENT OF WOODRUFF L. CRAWFORD, CHAIRMAN, COMMITTEE 
ON MATERNAL AND CHILD CARE OF THE COUNCIL ON MEDICAL 
SERVICE OF THE AMERICAN MEDICAL ASSOCIATION 


Mr. Crawrorp. Mr. Chairman and members of the committee, I 
am Dr. Woodruff L. Crawford of Rockford, Ill, where I am a pedia- 
trician engaged in the private practice of medicine. I am chairman 
of the committee on maternal and child care, of the council on medical 
service of the American Medical Association and a member of the 
house of delegates. 

Before considering H. R. 7994 in detail, it may be helpful to the 
committee for me to review briefly our own conclusions regarding the 
several available methods of financing dependent medical care pro- 
vided through the use of civilian facilities. . 

Basically, there are two approaches to the financing of medical 
care—prepayment and postpayment, either of which can be adapted 
to provide civilian medical care for the dependents of military per- 
sonnel, 

Under these systems, possible programs range from an increase in 
compensation, which will permit military personnel to individually 
purchase medical services for their dependents, just as they now pro- 
vide food, shelter, and the other necessities of life, to a system of 
complete care under which the Government is billed directly by phy- 
sicians and hospitals for all services rendered. Other methods by 
which the cost of medical care can be met are a Government-sponsored 
insurance program, or contracts for medical service and hospital care 
arranged between the Department of Defense and State medical and 
hospital associations. 

Under this latter program, usually referred to as the hometown 
care plan, the Government would contract for the services of phy- 
sicians and hospitals in accordance with agreed fee schedules through 
a fiscal agent in each State. Medical services and hospital care pro- 
vided for dependents in this way would be paid for by the fiscal agent 
which would, in turn, bill the Government on a cost-plus basis. Phy- 
siclans have participated in a similar program in cooperation with 
the Veterans’ Administration for several years, providing out-patient 
care authorized for service-connected disabilities. Seven million dol- 
lars worth of medical care was provided by this method in the fiscal 
year 1955. 
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The pending bill does not envision this approach, however. It 
proposes instead a prepayment program with at least some indemnity 
features. Such an insurance mechanism may contemplate either that 
the serviceman will bear the cost of a percentage of the premium, as 
in this bill, or that the Government will pay the entire cost. In prac- 
tical effect, the premium for insurance coverage will reflect the cost of 
the benefits paid plus the additional items of overhead and profit. 

The sctiod! cond to the Government of either a prepayment or post- 
payment system, supplying identical benefits, would, therefore, be 
about the same. 

As Dr. Hamilton has said, we believe that military medicine should 
be relieved from the increasing load of dependent care. In our view, 
however, some of the features of this bill will have a pronounced tend- 
ency to increase rather than decrease this load. 

On the assumption that it is decided to furnish medical and hospital 
care to dependents through an msurance mechanism, and based on our 
understanding of the principle features of H. R. 7994, we offer the 
following suggestions: The bill provides statutory authority for fur- 
nishing medical care to all dependents of military personnel as those 
three terms are defined in the bill, authorizing such care in military 
facilities, subject to the availability of space, facilities, and the capa- 
bilities of the medieal staff. 

We feel that this limitation should be clarified. If it is the intention 
of Congress only to restate the availability clause in existing law, we 
favor the limitation. If, however, this section of the bill is intended 
to supply the statutory authority for an expansion of military medical 
facilities or an increase in the number of military medical officers by 
making military medical care available to dependents in areas where 
civilian facilities are available and adequate, we are opposed to the 
principle. 

While the bill would make it mandatory that military care be pro- 
vided, within the specified limits, it only authorizes an insurance plan 
on an optional basis. We feel that this emphasis should be reversed 
or, at the least, that the emphasis on military care should be removed. 
We feel that it is unwise to weight the bill in favor of military rather 
than civilian care. 

The election of military over civilian care is further favored in the 
bill in that the serviceman is required to pay 30 percent of the premium 
of the basic insurance plan, and the entire premium of the two optional] 
plans. On the other hand, the only cost of hospitalization in military 
facilities is a nominal ration charge. 

This care would be provided in military facilities without distinction 
for parents and parents-in-law, as well as for a wife and child. But 
in civilian facilities, the serviceman would have to pay the entire cost 
for parents and parents-in-law. 

Further, no outpatient charge is required in military facilities. It 
seems to us that the same consideration which make a mandatory 
charge necessary in this instance as well. We believe that these pro- 
visions will lead many servicemen to seek medical care for their 
dependents in military facilities even though civilian facilities in the 
area where their dependents reside are available and adequate. The 
requirement that the serviceman pay a portion of the premium is not 
calculated to prevent abuse of the insurance plan and, it seems to us, 





renders the premium collection unnecessarily expensive and burden- 
some. 

We recommend that if an insurance program is adopted such a 
requirement be eliminated. We further recommend that if provision 
is made for parents and parents-in-law, that they be treated in a 
uniform way in both military and civilian facilities. 

The feature of the bill providing for additional care after the bene- 
fits of the basic plan have been exhausted by a dependent spouse or 
child places primary emphasis on transfer of the dependent to a mili- 
tary facility. Only in cases where military care is not feasible is 
further hospitalization in a civilian facility authorized. 

We believe that transfer to a military facility should be the un- 
usual rather than the usual solution to this problem. We can under- 
stand that in unusual or hardship cases such transfer may be desir- 
able, but we believe that it is far wiser to place the primary emphasis 
on the use of civilian care. 

One of the features of H. R. 7994 which we believe raises a serious 
question requires the reimbursement of the military or Public Health 

ervice hospital which furnishes medical care or treatment to an 
insured dependent. We believe that this provision is highly undesir- 
able for a number of reasons. 

It places the Government hospital in the position of offering hospi- 
tal services for pay—squarely in competition with civilian facilities. 
While it is true that the Government is paying itself for this service, 
it is doing so in an efficient and expensive manner. The premium paid 
the insurer will reflect the cost of the program plus the insurer’s over- 
head. It seems to us to be unsound to require the Government to pay 
an insurer for a risk assumed by the Government itself. 

This situation also raises other questions. It is plain that the in- 
surance premium will include the expected cost of the physician’s fee 
as well as the cost of the hospital services. 

If the rate set by the Bureau of the Budget does not include a 
charge for the services of a military physician, the insurer will reap 
a windfall profit—a situation which we presume this provision of the 
bill is intended to prevent. If, on the other hand, the charge does 
include an item for the services of a physician, the Government is in 
the position of selling the services of the physician, for it is plain 
that. the military medical officer cannot be paid a fee for such medical 
service in addition to his salary. We believe this situation would 
create a morale problem among medical officers. 

We suggest that if an insurance plan is adopted, it include a clause 
providing for annual renegotiation of the premium. 

As Dr. Hamilton said initially, we appreciate the serious effort 
which has gone into the drafting of this bill. We sincerely hope that 
our testimony today will be received in the constructive light in which 
it is intended. We desire to cooperate fully with this committee, 
with the Department of Defense, and with all other interested parties 
in arriving at a fair and workable solution. 

Thank you Mr. Chairman. We shall be glad to attempt to answer 
any questions. 

Mr. Kurpay. Thank you, Dr. Crawford. 

On Monday, when we began the hearings, I stated that we would 
use the bill, H. R. 7994, as a vehicle upon which to hold hearings, but 
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that the final bill would depend upon the testimony that we had re- 
ceived from all sources and the final conclusion of the committee. 

You pointed out a number of things, some of which occurred to us 
and some of which have not. 

All of them will receive our careful consideration. Of course, this 
is a novel program. We are in a new field and we understand that. 
Your suggestion as to renegotiation I think is a wise one and is essen- 
tial in a new program that we are going into of this kind. 

Would I be correct in saying that you feel that we are on the right 
track, that the bill needs some dressing up ? 

Dr. Crawrorp. Yes. I think you have a scaffold here of the bill, 
of which you undoubtedly will want as information and experience 
develops, to adhere and take away there, according to testimony of 
different people who approach it from different angles. It is ob- 
vious that our angle will be a little different from the serviceman 
or the legislator, all of whom are trying to do a good job for the mili- 
tary and their dependents. 

Mr. Kirpay. Are there questions of either of the witnesses? 

Mr. Rivers. I have to leave for another committee. I want to ask 
you two or three basic questions. 

Your philosophy is that you are against medical dependents care 
in military hospitals, philosophically ¢ 

Dr. Haminton. No. I do not believe that is an accurate statement. 
We would prefer that it be given, if and when they are available in 
civilian hospitals. 

Mr. Rivers. We know of the primary mission. We are in accord 
with it. I am not going to sit up here and fuss with you people. 
There is no sense in that. You either believe in something or you don’t. 
You believe then that wherever there is a military hospital, that there 
should be availability for dependents’ care ? 

Dr. Crawrorp. We believe they should get care wherever they are, 
in this country or abroad, that they are entitled to medical care and as 
doctors we are going to see that they get it whether in the military or 
out to the best of our ability. 

Mr. Rivers. Do you think it is a primary mission of the military, 
that some modus operandi be provided to give dependents care as 
part and parcel of the encouragement to get men to remain in the mili- 
tary or to get in there in the first instance ¢ 

Dr. Hamiuton. That I think is a question of philosophy. That is 
up to you gentlemen to decide. 

_ Mr. Rivers. I am talking about you. I know what my philosophy 
is. 

Dr. Hamiuron. We think the people in the Army and their depend- 
ents are entitled to the best of military care and we try to give it to 
them. 

Mr. Rivers, Do you think the Congress and Government owe a re- 
sponsibility the servicemen’s dependents to provide some kind of med- 
ical care as an emolument of the office or as an enticement to come in 
in the first place, or remain there in the second place? I am just talk- 
ing about what you believe, or your association / 

_ Dr. Hamiron. Our association has taken no position on that ques- 
tion. 

Mr. Rivers. That is your position, is it ? 
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Dr. Haminton. I go back to what I say, I think the people in the 
Army and their dependents are entitled to the excellent medical care 
and it should be given to them in those methods which are available. 

Mr. Rivers. I am not going to differ with you because you do not 
agree with me. I have made more speeches against socialized medi- 
cine than you have. 

Let me ask you this—I am not going to fuss with you. I love every- 
body this morning. I want to ask Dr. Crawford this question. 

He stated that we should not compete with these public health hos- 
pitals by that reimbursement proposition. I don’t think, Doctor, that 
you will find wherever one of those hospitals is located, that there could 
be any competition, because in each city if my memory serves me cor- 
rectly, wherein those hospitals are located, there is a great shortage 
of civilian doctors. Savannah, Baltimore—lI do not know where they 
are located, but there wouldn’t be any competition. 

Dr. CrawForp. You are speaking of public service ? 

Mr. Rivers. Public health. I do not think you will find any. I 
notice a little change in your attitude. I want to thank you for that. 

Dr. Hamittron. That is a sign of intelligence. 

Mr. Kirpay. Mr. Arends. 

Mr. ArenDs. I agree with the statement my colleague just made 
that he loves everybody but I particularly love those people who 
happen to live in the 17th Congressional District of Illinois, my con- 
stituents, and you areone. Iam glad you are here this morning. Iam 
pleased you gentlemen are here this morning representing the AMA 
and your wide open attitude in this problem which as you recognize 
and we recoginze is terribly involved and which we are going to have 
to try a lot of time on to come up with a good answer which in the 
end will accomplish what we are talking about. I appreciate your 
being here this morning. 

Mr. Kitpay. Are there other questions from members of the com- 
mittee ? 

Mr. Huppreston. Mr. Chairman, in connection with the doctors 
draft law which Dr. Hamilton mentioned, Doctor, there has been 
something concerning me ever since I have served on the Armed 
Services Committee over the past year, and that is, is it the opinion 
of the American Medical Association or your personal opinion that 
there is adequate utilization of medical and dental personnel in the 
Armed Forces? In other words, are they used in the capacity that 
would give the service people and the service people’s dependents the 
maximum benefit 4 

Dr. Hamitton. That is a very difficult thing to answer, because the 
way they are used depends upon the location in which they are used. 

The only thing that I can get from this is from talking to those 
people who have recently been having the service and in some places 
they are used very advantageously, in other places there is considerable 
waste of medical personnel in installations. 

Mr. Hupp.eston. How does that waste come about? Do you have 
any idea ? 

_ Dr. Haminton. Well, I suppose there are many factors that enter 
into it. 

I suppose the number available has something to do with it in cer- 
tain locations. It has been a long time since I was in the Army but 
I remember one time that I spent about 3 months just inspecting wards 
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for about 15 minutes every morning and I felt at the time that I was 
wasting my time. I think those things still, if they have more per- 
sonnel than they know what to do with, I don’t think they can keep 
them employed all the time. Other places they are short on per- 
sonnel where they work long hours and do a very fine job. I think 
it depends to some extent upon the commanding officer of the organiza- 
tion which I would rather not go into but there is a great difference 
in commanding officers I also found, and some of them are fine execu- 
tives and some get the most out of their personnel and some do not. 

I think there is that great factor entering a great deal into it. 

Mr. Huppieston. Is there too high a proportion in your opinion of 
the practicing physicians and surgeons in the medical branches of 
the services engaged in administrative work rather than in the actual 
practice of medicine and dentistry ¢ 

Dr. Hamitron. I would’n know what percentage actually are in the 
administrative end of it. At times I think there are not the best uses 
of the specially trained abilities of the Medical Corps. That il think 
is fair. Of course I am not a military man, except by invitation, 
and I realize that their ideas of organization might be different from 
mine but I question whether they always use it to the best advantage. 

Mr. Kiripay. Doctor, I believe it is true that some are perhaps over- 
worked and others are idle? 

Dr. Hamivron. That is what Iam trying to say. 

Mr. Kizpay. I think the figures you have presented here as to the 
tremendous number of outpatient cases, the OB cases, et cetera, indi- 
cate that in some cases people have been working awfully hard. 

Dr. Hamirron. That is correct. 

Mr. Kirpay. I believe you have found it to be true that in a com- 
bat organization which is not actually in combat you are likely to have 
an excess of doctors at that time. 

Dr. Haminton. That is right, sir. 

Mr. Kirpay. On the otherf hand, if they are to be ready to go into 
combat they have to have enough people to take care of casualties in 
the event they suddenly go into combat. 

Dr. Hamivron. That is correct. 

Mr. Kixpay. That phase of it we perhaps cannot do anything about. 

Dr. Hamitron. You can’t change that. You have got to be ready 
for combat. 

Mr. Wiison. Mr. Chairman. 

Mr. Kitpay. Mr. Wilson. 

Mr. Witson. Doctor, are there any figures available that would 
enlighten us as to how many patients an average doctor could take 
care of inl day? Are there any studies that would indicate the num- 
ber of treatments daily of a physician in private practice ? 

Dr. Hamitton. I know of no statistics on that. That would depend 
on the nature of his practice, the ability of the individual. It would 
be like piecework in a factory. Some men are much more adept at it. 

Mr. Wiison. You do not have any overall statistics as to the num- 
ber of doctors and the number of calls? 

Dr. Haminton. No. Can you answer that, how many calls a doctor 
makes a day ? 

Dr. Crawrorp. I think it depends a great deal, Representative Wil- 
son, on the type of work the gentleman is in. 
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Personally, as a pediatrician every child that comes in my office is 
undressed and weighed and measured, which is time consuming. An 
eye, ear, nose, and throat doctor or dermatologist does not have to go 
through that. Obviously he can see more people. Representative 
Kilday’s observation about the over 200,000 deliveries, you can be sure 
that the care, prenatal and postnatal care and the delivery care of 
those were very time consuming, and could not be compared to some- 
one who is looking at noses or looking at ears or something if you see 
my point. 

Mr. Wuson. I am trying to get some comparison. 

Mr. Kiunpay. In that connection, maybe you could give us some 
figures, in civilian life, for instance, in say a community of 10,000. 
What would be the ideal number of doctors, what would be the mini- 
mum and what would be the maximum ? 

Dr. Haminron. I think statistics show that we have about 1 doctor 
to every 730 people in the United States. Now in an area, a commu- 
nity that you had at that level, we feel that the service would be very 
satisfactory, 1 to 700. 

Mr. Kiipay. One to 730. 

Dr. Hamuron. Call it 700. If you had 10,000, 700 to 10, about 30 
doctors. 

Mr. Wuison. Exploring this a little bit further, do you think 
that the average modern doctor operating in modern facilities is more 
efficient in being able to take care of a set number of patients than 
the average military doctor in military facilities ? 

Dr. Hamuton. He should be a little more because he has every- 
thing set up just exactly as he wants it. His workshop should be just 
the way he can work it most efficiently. 

Mr. Witson. Does the competitive spirit enter into it at all? I 
know doctors do not consider their profession on a competitive basis, 
but would the fact that he is treating his own patients tend to make 
him want to take more patients ¢ 

Dr. Hamimron. Being human, he wants to do a good job so they 
will come back if that is what you mean. He does not worry about the 
time part of it. 

Mr. Witson. I am surprised you do not have some statistics of some 
sort on the total patients that the doctors of America have. I would 
think that would be an interesting development for your association. 

Dr. Crawrorp. We havestatisties but in different specialties. 
There are upward of 20 specialties. As I indicated, they are entirely 
different in the time allotment and number that they see. 

Mr. Bennetr. Can’t they be averaged ? 

Dr. Crawrorp. Not for overall. Many of these general practition- 
ers in the smaller towns that the chairman mentioned will work 15, 
16, 17 hours a day and see a tremendous number and many times we 
think, through fatigue or pressure of business, will not. take the ade- 
quate amount of time that you would like to have, if he didn’t have to 
work so long, which obviously the military man will not, if he isn’t 
in time of combat. 

Mr. Wuson. One of the big arguments used in some of those coun- 
tries that have socialized medicine is the number of patients that a 
doctor on an orderly basis could take care of. I think it might be well 
for you and your Association to try to develop those figures. I would 
be very much interested. 
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Mr. Kitpay. Mr. Blandford? 

Mr. Buianprorp. I would like to make one observation and then 
ask a question, Mr. Chairman. 

The Department of Defense has been aware of the, I believe I am 
correct in saying, have been aware of the uneven and unequal distri- 
bution of the workload at various times in various areas. For exam- 
ple, there are many occasions when service physicians will come back 
from sea duty and will be assigned to a hospital where they can make 
use of his services. You have situations in various training establish- 
ments throughout the United States where because of seasonal disease, 
you have a very heavy concentration of patients. I am thinking par- 
ticularly of Beaufort, S. C., where there is a large number of cases of 
pneumonia in December, January, and February, in comparison to 
what they have in the other 9 months of the year. 

Now, at one time they used to require a staff that would take care 
of the average load, but in that situation there isn’t an average load 
as such. There is a concentration of patients, sometimes they are out 
in the halls; another time, perhaps in the summer months, there may 
be a lack of patients. It is my understanding, and the Surgeon Gen- 
eral will develop it, that they have taken steps to remedy that situa- 
tion where they put people on temporary duty or put people in areas 
where there is at certain times of the year a heavy concentration of 
illness. They are taking steps in that direction for better utilization 
and they have been making constant steps to come about with better 
utilization of military physicians. 

Let me ask you this question, Dr. Hamilton: You stated in your 
testimony that there should be a provision in this bill for free choice 
of physicians and I would like to ask this question because we might 
just as well get to it right now and solve it. Is there free choice of 
physicians—and I am using the word “free” in every accepted sense— 
under your present Blue Cross, Blue Shield system ? 

Dr. Hamiuron. I am not conversant with Blue Cross and Blue 
Shield in any place except in Lllinois. I would rather that Mr. Stet- 
ler answered that question. He is more conversant with the problem 
all over the United States than I am. 

Mr. Srerter. Mr. Blandford, actually there is not complete free 
choice of physicians under Blue Shield. In other words, the doctors 
are allowed to participate under that practice, and as a practical mat- 
ter most of them do so, that there is comparative free choice of physi- 
cian but not absolute free choice of physician. 

Mr. BianpForp. I want to raise this point, because the issue may 
come before the committee. I don’t know whether it will or not. 

It is as to the type of program that this would envision, as to whether 
or not there would be absolute complete free choice. Now, obviously, 
under an indemnification program you would have free choice, per se. 
In other words, it would be just like having your car fixed. You can 
pick any garage you want and take your car in and have it fixed, and 
the insurance company will reimburse you on a bid basis, and so forth. 
If it is indemnification, they don’t care what you pay. They will reim- 
burse you for a certain amount. That is fine for an indemnification 
program. When you get into a service coverage, do you feel that we 
could develop a service coverage with absolute free choice of physi- 
cians? I would say it would be almost impossible unless every doctor 
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in the United States was willing to abide by whatever fee schedule 
was established. 

Mr. Srerter. May I comment on that? 

Mr. BLanprorp. Yes, sir. 

Mr. Srerier. We have discussed basically two approaches, one is a 
prepay or more or less indemnity insurance program, and as you say, 
a dependent could go to any doctor and the dependent would get X 
number of dollars for that medical procedure. 

Now, under a hometown medical care program, which is really a 
postpayment mechanism, there would not be absolute free choice of 
physicians because we know and you know that all doctors would not 
participate. 

I think that there would be a sufficiently significant number of physi- 
cians participate that there would be relative free choice. 

Now, each one has merits and each one has disadvantages. Under 
the indemnity plan, there is no assurance, of course, that the physician 
would accept in full payment of his fee the amount which the depend- 
ent received under a contract negotiated between an insurance com- 
pany and the Department of Defense. That is one of the disadvan- 
tages as far as the dependent is concerned. 

Under the other program, the contract would be between the physi- 
cian and the Department of Defense, and if the doctor agreed to that 
schedule, the dependent would know that he would get certain medical 
procedures and there would be no extra charge. 

Mr. Bianprorp. May I ask this question, then: Is it the opinion of 
the American Medical Association—and you gentlemen are all repre- 
senting a great medical organization—is it the opinion of the Ameri- 
can Medical Association that you would support in either event a serv- 
ice coverage where there would not be absolute free choice of physician, 
or an indemnification program where there would automatically be 
free choice of physician ? 

Mr. Srerrer. Our policy is broad enough as it stands and as we 
stated it, to encompass either one. I would have to say we would go 
along with either approach. We have already gone along in principle 
with this home town medical program with V A which is a limited free 
choice of physician. 

I would like to make it clear that we cannot say that every medical 
society in the United States or every doctor is going to be interested 
in this because we can’t speak for every medical society. 

Mr. Buianprorp. I am asking for the position of the AMA. 

Mr. Sretier. Our position would encompass both. 

Mr. Bianpvrorp. In other words, you will not at a later date object 
to a service coverage program on the grounds that there is not free 
choice of physicians? 

Mr. Srerier. No. 

Dr. Hamuton. I will answer that: No. 

Mr. Bennerr. Do you have any figures which would indicate the 
number of doctors that participate under the Blue Cross, Blue Shield 
program, so we can have some idea as to what percentage of the 
doctors, or how free would be this choice? 

Mr. Stetiter. We have the figures under Blue Shield. I think it 
is something like 85 to 90 percent. We could supply you those. 

Mr. Kinpay. Will you supply that for the record ? 

Mr. Srerter. Yes, sir. 
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Dr. Crawrorp. Practically all are under Blue Cross. 

Mr. Kitpay. What was that? 

Dr. Crawrorp. Practically all of the doctors are under Blue Cross, 
which is the hospital insurance. 

Mr. Buianprorp. They really don’t come under Blue Cross. It is 
Blue Shield. 

Dr. Crawrorp. That is right. 

Mr. Bianprorp. What. portion is Blue Shield? That is the im- 
portant question. 

Mr. Kizpay. It might depend a great deal on how popular the 
program is in a particular area, | would take it. 

Mr. Bennett. It would vary, I am sure. 

Mr. Srerier. I might say in that connection you have scheduled 
to testify on Friday representatives of the National Blue Shield 
Organization. I am sure they will have those even before I can get 
them to you. 

Mr. Kizpay. Mr. Nelson ¢ 

Mr. Netson. When you quote figures of 1 in 730, is that the ideal 
situation, or is it the situation that prevails in the country today ? 

Dr. Hamuuron. That is the actual situation. 

Mr. Netson. Does one mclude general practitioners and specialists? 

Dr. Hamivron. Everybody. 

Mr. Netson. Does it include osteopaths? 

Dr. Hamivron. No. 

Mr. Netson. That is 1 M. D. to 730 people in this country ? 

Dr. Hamiuron. That is correct. 

Mr. Netson. It is just members of the medical profession, not osteo- 
paths or anything else ¢ 

Dr. Haminton. No, sir. 

Mr. Kitpay. We want to thank you gentlemen for coming here and 
giving us the benefit of your testimony. 

Dr. Crawrorp. I am sorry Representative Rivers had to leave. I 
am not sure we left him with a completely frank understanding of 
our position when he wanted to know what we thought about giving 
dependents medical care. Dr. Hamilton stated that we are testify- 
ing here for the American Medical Association officially, and the Amer- 
ican Medical Association has taken no position as yet. They feel 
it is the position of Congress to define who gets care and what, and we 
bow to that, recognize it, and intend to support it. 

We will go ahead with it. Every doctor probably that has given 
it a lot of thought has his own ideas about it, and yet we don’t feel 
that that is what we should be testifying here on our own ideas, but 
rather the American Medical Association, and I feel we have left 
Representative Rivers a little as though we didn’t give him a clean- 
cut answer, but we think that the American Medical Association has 
gone so far that they think they should get care wherever they are, 
but should wait anti Congress defines who and what and how much. 
We think that is their prerogative. 

Mr. Kizpay. Thank you, Doctor. I will call his attention to your 
statement. 

Mr. Netson. Mr. Chairman. 

Mr. Kmpay. Mr. Nelson. 

Mr. Netson. I have one more question. 
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Doctor, does the American Medical Association have any idea of 
what the ideal ratio of doctors to the civilian population should 
be? 

Dr. Hamiron. I don’t think we have ever looked into the crystal 
ball to say just what that should be. We do know that outside of one 
country that we have more doctors per thousand people than any other 

ylace in the world. That is in Israel. Israel is the only place, and 
fots of those are working as common laborers and not as medical 
men. 

Mr. Nexson. Can you answer this question: Do you think 1 in 
730 is enough ? 

Dr. CrawForp. It depends a lot on distribution, if you have got 
them at the right place. 

Dr. Hamiuton. Let me answer a little more of that question. We 
think it is a very good one because our health record is the best in the 
United States of any place in the world probably, and that it is im- 
proving from year to year. Our mortality is going down, our records 
are getting much better. We feel we must be approaching a place 
where adequate medical care is being given to the civilian population 
of the United States, with the possible exception of a few places where 
there is maldistribution. 

Mr. Netson. Is 1 to 730 a ratio that the American Medical Associa- 
tion would want to maintain ? 

Dr. Hamixtton. They are not setting it. We would like to see the 
day that all over the United States we have the medical care we need. 
That is our objective. That is what we are trying to do in every 
possible way, to make good adequate medical care available to the peo- 
ple of the United States by people who are well trained. 

Dr. CrawrForp. Representative Nelson should know that the num- 
ber of doctors being graduated and being placed in service before this 
country is increasing a little faster than the population of the country 
is increasing, so even though it is the best it has ever been, we are con- 
stantly supplying a small, increasingly large number of doctors per 
capita. 

r. Netson. Could you, as members of the association, give me any 
idea of the ratio of osteopaths to the civilian population ? 

Dr. Hamutron. I know nothing about that. 

Mr. Netson. You don’t keep count of that? 

Dr. Haminton. That is out of our line. That is none of our 
business. 

Mr. Kiztpay. Mr. Wilson? 

Mr. Wirson. Do I understand you correctly that you want us to tell 
Mr. Rivers that the AMA agrees to not throw rocks to whatever the 
Congress in its wisdom adopts here? Is that your position generally ? 

Dr. Crawrorp. We might grouse a little about it, but we will sup- 
port it. 

Dr. Hammon. We might not like it but we will take it. 
Mr. Kirpay. That is part of the American tradition. 
Thank you, gentlemen. 

Dr. J. Claude Earnest, American Dental Association. 
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STATEMENT OF J. CLAUDE EARNEST, ON BEHALF OF THE 
AMERICAN DENTAL ASSOCIATION 


Dr. Earnest. My name is J. Claude Earnest. Thank you, Mr. 
Chairman. 

Mr. Chairman and members of the committee, I am Dr, J. Claude 
Earnest, of Monroe, La. I am engaged in the private practice of 
dentistry in that community. I am also an active member of the Air 
Force Reserve, holding a commission as colonel in the Dental Service. 
I am here today in my capacity as. vice chairman of the council on 
legislation of the American Dental Association to present the associa- 
tion’s views on H. R. 7994, the proposed Armed Forces Dependents 
Medical Care Act of 1956. With me is Mr. Bernard J. Conway, of 
Chicago, Tll., who is secretary of the council on legislation. 

H. R. 7994 is designed to provide an improved and more uniformly 
available program of health care for the dependents of members of 
the Armed Forces. The bill also proposes a more equitable system of 
health care for the dependents of persons on active duty with the Coast 
Guard, Coast and Geodetic Service, and the Public Health Service. 

The American Dental Association, in 1954, adopted a comprehen- 
sive statement of principles on military dependent dental health care. 
A copy of that statement is attached as appendix II. I won’t read 
that. I would like it to become a part of the record. 

Mr. Kitpay. Without objection, it will be included in the record. 

(The appendix referred to is as follows :) 


APPENDIX II 


AMERICAN DENTAL ASSOCIATION’S PoLicy STATEMENT ON MILITARY 
DEPENDENT CARE 


The American Dental Association is fundamentally opposed to any plan for 
providing federally financed health care to a particular class of persons unless 
there is reasonable justification for the Federal Government to assume that 
obligation. Within limitations, Congress may, of course, be justified in con- 
sidering the provision of health services for military dependents as an indirect 
form of compensating certain categories of military personnel; therefore, 
whether the health care of military dependents should be financed in whole or in 
part by the Federal Government as an indirect form of remuneration for mem- 
bers of the Military Establishment or as a desirable emolument of their military 
service is, in the final analysis, a policy decision that should be left to the 
discretion of the Congress. 

The American Dental Association, however, is concerned with the adverse 
effects that any plan for providing dependent dental care may have upon the 
quantity and quality of dental care available to personnel in active military 
service and, concomitantly, upon the balance that must be maintained between 
the dental manpower allocated to the military and that which remains to serve 
the civilian community. On the other hand, should Congress choose to authorize 
a program of dental care for military dependents to be provided by civilian 
dentists, the American Dental Association would, of course, be vitally interested 
in the method proposed for providing that care. 

Finally, the association believes that it has a legitimate interest in urging that 
Congress demand that all essential aspects of a plan for providing health bene- 
fits to military dependents be clearly defined and that the cost of the program 
be accurately estimated by those sponsoring the plan. The American Dental 
Association, therefore, recommends that the following principles be applied 
to any proposal for providing federally financed dental care to dependents of 
military personnel. 

1. Should Congress decide that a program of federally financed health services 
for military dependents is justified as an indirect form of remunerating members 
of the Military Establishment or as a desirable emolument of their military 
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service, the benefits of the program should be confined to those to whom that 
justification applies. 

2. The primary mission of military dental officers is to maintain and improve 
the dental health of military personnel. More specifically, the military dental 
services are charged with the responsibility of confining to the practical minimum 
the loss of active-duty time caused by dental disorders. No consideration should 
be given, therefore, to any plan which may require military dental officers to 
undertake assignments that would jeopardize their primary mission of caring 
for the dental needs of military personnel. 

3. During periods of extensive mobilization of citizens for military service 
the Armed Forces have experienced serious difficulty in providing adequate 
dental services to military personnel. During periods of extensive military 
mobilization, therefore, military dental officers should not be used to provide 
dental care to military dependents except within the following limitations: 

(a) To provide for the immediate critical needs of dependents in strict 
emergency situations. 

b) To provide essential dental care to dependents in overseas installations 
and in remote areas within continental United States where civilian dental fa- 
cilities are not available. Dependents scheduled to go overseas under military 
sponsorship should be required to bring their dental conditions to a state of 
maintenance, 

4. The meaning of “emergency dental care,” “essential dental care,” “remote 
areas,” and such other critical terms in any basic legislation authorizing de- 
pendent dental care should be strictly defined so that the emphasis will be upon 
a minimum use of military dental officers for the care of military dependents. 

5. If the plan authorizes dental care adjunctive to medical or surgical treat- 
ment, that type of care should be strictly limited to hospitalized patients in 
accordance with the customary procedure for joining the efforts of medicine 
and dentistry in the best interests of the patient. The American Dental Asso- 
ciation is opposed to any plan which places the physician in the position of 
deciding and prescribing what dental services a patient may need. 

6. Should Congress choose to authorize a program of dental care for military 
dependents to be provided by civilian dentists, that program would be acceptable 
only under the following conditions: 

(a) The dental services to be provided and the method of supplying those 
services should be clearly defined. The program contemplated should be formu- 
lated and administered in accord with the principles of the American Dental 
Association applicable to Government-financed dental treatment programs. 

(b) Payment of fees should be determined by authorized representatives of 
the dentists who will render the dental services and should be consistent with 
the provision of a high grade of dental service. Fees should be paid directly 
to the dentists who provide the services. 

(c) Should the program envision extensive dental services, priority should 
be given to the treatment of children. 

7. The cost of services to be provided under any proposal for providing health 
care to military dependents should be accurately estimated by those sponsoring 
the plan so that Congress will be able to determine whether that cost fits within 
present and prospective budgetary limitations. 


Dr. Earnest. I shall discuss the important dental provisions within 
H. R. 7994 as they relate to those principles. Before presenting that 
evaluation and the association’s specific recommendations, however, 
I would like to emphasize the American Dental Association’s attitude 
toward the general objectives of H. R. 7994. 

Within limitations, the Federal Government, like any other em- 
ployer, may be justified in considering the provision of health care 
benefits to dependents of members of the Armed Forces as an indirect 
form of compensation for active military service. Whether the health 
care of dependents of members of the Armed Forces should be financed 
in whole or in part by the Federal Government as a desirable emolu- 
ment of military service is, in the association’s viewpoint, a policy 
decision that should be left to the discretion of Congress. The Ameri- 
‘an Dental Association, however, is concerned with the adverse effects 
that any plan for providing dependent dental health care at military 
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dental facilities may have upon the quantity and quality of dental 
health care available to members of the Armed Forces and, of equal 
importance, upon the balance that must be maintained between the 
dental manpower allocated to the Armed Forces and that which re- 
mains to serve the civilian community. 

Finally, the association has no objection to a Federal plan for 
financing the dental health care of Armed Forces dependents in 
civilian facilities as long as that plan is in keeping with the associa- 
tion’s principles applicable to Government-financed dental health care 
programs. I shall develop more fully all aspects of the association’s 
position on dependent dental health care in the specific treatment 
of H. R. 7994. 

ELIGIBILITY REQUIREMENTS 


Section 105 of H. R. 7994 identifies those entitled to dependents’ 
health care benefits. In essence, the health care benefits would be 
available to dependents of members of the Armed Forces, including 
the dependents of certain retired personnel and the widows and de- 
pendent children of persons who were members of the Armed Forces at 
time of death. In defining “dependents,” H. R. 7994 includes those in 
a reasonably close family relation to the Armed Forces member and 
has adequate provision for excluding children over 21 years of age, 
parents, and parents-in-law who are not actually dependent upon an 
Armed Forces member for support; the definition also excludes, upon 
her remarriage, the widow and dependent children of a person who was 
a member of the Armed Forces at time of death. In defining “mem- 
bers of the Armed Forces,” the legislation excludes those on active 
duty for training purposes and thereby makes their dependents in- 
eligible for the health care benefits provided in the bill. The Ameri- 
can Dental Association has no objection to the eligibility requirements 
established in H. R. 7994. 


DEPENDENT’S DENTAL HEALTH CARE AT MILITARY FACILITIES 


Section 109 of H. R. 7994 is the focal point of the association’s inter- 
est. That section spells out the limitations upon dependents’ dental 
health care at military facilities. With the exception of those depend- 
ents located in remote areas where adequate civilian dental facilities 
are not available, dependents located within the continental limits of 
the United States would be entitled to receive at military facilities 
only emergency dental health care and dental health care as a neces- 
sary adjunct to medical or surgical treatment. “Emergency dental 
care” is defined as the care required to relieve pain and suffering and 
would not include any permanent restorative work or dental pros- 
thesis. Complete dental health care is inferentially authorized within 
section 109 for those dependents who are located outside the conti- 
nental limits of the United States or who are located in remote areas 
within the continental limits where adequate civilian dental facilities 
are not available. There is no provision in section 109, or in any 
other section of H. R. 7994, for defraying the cost of dental health 
care obtained by dependents in civilian facilities. 

The limitations upon the use of military facilities and Armed Forces 
dental officers for providing dental health care to dependents, as 
stated in H. R. 7994, are generally in accord with the policy of the 
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American Dental Association. Dependents who are stationed over- 
seas ordinarily must reply upon the Armed Forces’ physicians and 
dentists for their health care needs. The association generally con- 
curs with the intent of H. R. 7994 to continue providing overseas de- 
pendents their necessary dental health care at military facilities. In 
order, however, to keep the dependent patient load from interfering 
with the Armed Forces’ primary mission of caring for military per- 
sonnel, the association recommends first, that section 104 (h) be 
amended so that overseas area commanders will be permitted to con- 
tract with local dental sources for the dental health care of dependents 
in the same manner proposed for the medical care of dependents, and 
second, that the Armed Services Committee, in its report on H. R. 
7994, request the Department of Defense to provide by regulation that 
dependents scheduled to go overseas be required to have their dental 
defects treated before they depart for an overseas installation. That 
requirement would be in the best interests of both the Armed Forces 
and the dependents. The dental health care of overseas dependents, 
according to section 109, will “depend upon the availability of space, 
facilities, and the capabilities of the dental staff.” If dependents 
scheduled to go overseas are required to bring their dental health to 
a state of maintenance before departing, the overseas dental program 
for Armed Formed personnel could be much more effectively admin- 
istered, and the dependents wovid have a better opportunity to have 
any necessary dental work attended to promptly. 

The implementation of the restrictions upon the use of domestic 
military facilities for providing dental health care to dependents 
will depend to a great extent upon the interpretation of such phrases 
as “remote areas” and “dental care as a necessary adjunct to medical 
or surgical treatment.” The effect of those restrictions will also de- 
pend upon the efforts of the Armed Forces to carry out the general 
intent of section 109 of H. R. 7994, which is to have military dental 
officers concentrate their attention upon the care of members of the 
Armed Forces. 

Today, there are approximately 5,800 dentists in the Armed Forces 
serving a military population of nearly 3 million—1 dentist for every 
500 troops. There are about 78,000 active civilian dentists in a civilian 
population of some 163 million—1 dentist for every 2,100 civilians. 
On a percentage basis, 7 percent of the Nation’s active dentists are 
serving 1.8 percent of the Nation’s population, the members of the 
Armed Forces. As long as the Armed Forces are required to accept 
for active military service persons with seriously neglected dental 
conditions, the burden of the military patient load will, in the asso- 
ciation’s opinion, tax to capacity the efforts of military dental officers. 
The existing dental officer staffing pattern, furthermore, is based upon 
the dental health requirements of Armed Forces members. 

The Armed Services Committee is well aware of the exceptional 
burden placed upon members of the dental profession over th» past 
5 years to maintain the personnel strengths of the 3 Armed [orces 
dental services. The continuation of the doctor draft law, as it applies 
to dentists, was justified by the Department of Defense on the dental 
health needs of the Armed Forces members. The association believes, 
therefore, that section 109 of H. R. 7994 should be administered in 
such a way that the emphasis will be upon a minimum use of military 
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dental officers for the care of dependents. To that end the association 
recommends that “remote areas within the continental limits of the 
United States where adequate civilian dental facilities are not avail- 
able” be strictly defined and identified in Department of Defense regu- 
lations. The association also recommends that the phrase “dental care 
as a necessary adjunct to medical or surgical treatment” be changed 
to “dental care as a necessary adjunct to inpatient medical or surgical 
treatment.” Without that qualification, dental health care adjunctive 
to medical or surgical treatment could readily be extended to include 
most types of dental health care within the military facilities’ de- 
pendent program. 

The adjunctive dental health care proposed within section 109 
should be strictly limited to hospitalized patients in accordance with 
the customary procedure for joining the efforts of medicine and 
dentistry in the best interests of the patient. The American Dental 
Association, furthermore, opposes any attempt to place the physician 
in the position of prescribing what dental services a patient may need. 


DEPENDENTS’ DENTAL HEALTH CARE FROM CIVILIAN SOURCES 


At the beginning of this statement, I pointed out that the American 
Dental Association would not object to a plan for defraying the cost 
of dependents’ dental health care obtained at civilian facilities. 
H. R. 7994, while providing a plan for obtaining dependent medical 
care from civilian sources, eliminates from consideration a similar 
method for providing dependent dental health care. 

Although there is not enough evidence today that the insurance 
principle can be applied generally to the cost of dental health care, 
there is increasing evidence that many types of dental service might 
be economically prepaid. The association has under its surveillance 
a number of experimental prepayment dental plans. 

Our attention has been especially directed to the management-labor 
sponsored experimental programs for the children of members of the 
International Longshoremen’s and Warehousemen’s Union now in 
operation on the west coast. The association has continually stressed 
that its State societies explore the possibility of establishing pilot 
dental prepayment plans. The association has also emphasized that 
those programs should give priority to the dental health care of chil- 
dren. Should there develop a professionally and economically sound 
method for prepaying dental health care, particularly the care of 
children, that plan could not be made available to dependent children 
of Armed Forces members under H. R. 7994. In addition, H. R. 7994 
would exclude from any basic insurance plan those dental services 
performed in se eta by dental members of the hospital staff. 

The American Dental Association urges the Armed Services Com- 
mittee to make an appropriate addition to H. R. 7994 and suggests 
the following new section to be designated “section 110”: 

The Secretary of Defense shall be authorized to make available to members 
of the Armed Forces a plan or plans, recommended and approved by the Assist- 
ant Secretary of Defense (Health and Medical), whereby the Department of 
Defense shall defray a percentage of the cost of the dental health care of 
dependents obtained from civilian sources. For each member of the Armed 
Forces who elects to have his dependents participate in such a plan, the Depart- 


ment of Defense shall defray not to exceed seventy percent of the amount re- 
quired for enrolling his dependents under the plan. Payment by a member of 
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the Armed Forces of his share of the cost of enrolling his dependents in any plan 
authorized under this section shall be by allotment of pay as the Secretary of 
Defense shall prescribe. Participation in any plan authorized under this sec- 
tion shall be pursuant to regulations prescribed by the Secretary of Defense 
and approved by the President. 

The language in the amendment recommended by the assocation 
would strengthen H. R. 7994 in two ways: First, it would permit the 
Secretary of Defense to include within a basic insurance plan the 
dental services which are normally available to those who participate 
in health service plans such as Blue Cross and Blue Shield; many of 
those plans now defray the cost of oral surgical services performed by 
dentists in hospitals. Second, the association’s proposed addition to 
H. R. 7994 would permit the Secretary of Defense to extend to de- 
pendents, at some future date, an opportunity to have a portion of 
the cost of their dental care obtained from civilian sources borne by 
the Federal Government. 

Should the committee decide to amend H. R. 7994 by adding section 
110 as recommended by the association, we request that the Armed 
Services Committee include in its report a recommendation to the 
Department of Defense, first, that the Assistant Secretary of Defense 
(Health and Medical), through his Dental Advisory Committee, con- 
duct a continuing survey of methods for furnishing dental-health care 
to dependents from civilian sources; and, second, that the Assistant 
Secretary of Defense (Health and Medical), in submitting any recom- 
mendations to the Secretary of Defense for initiating a program of 
comprehensive dental-health care for dependents from civilian sources, 
give first pricrity to a pilot dental-health-care program for eligible 
children in keeping with the American Dental Association’s prin- 
ciples applicable to dental-health-care programs. 


DEPENDENTS OF MEMBERS OF COAST GUARD, COAST AND GEODETIC SERVICE, 
AND PUBLIC HEALTH SERVICE 


H. R. 7994 would also make some changes in the health-care pro- 
gram for dependents of members of the Coast Guard, Coast and 
Geodetic Service, and the Public Health Service. The American 
Dental Association has no specific policy on dependent care for those 
groups. The principles which the association has established for the 
dental-health care of Armed Forces dependents, for the most part, 
can be applied to the other groups in H. R. 7994. 

The basic missions of Armed Forces and Public Health Service 
dental units require the full efforts of the dental officers assigned te 
those units. : 

The American Dental Association opposes any plan for extending 
ponmant dental-health care that would interfere with the primary 
igations of Federal dental officers. 

In behalf of the American Dental Association I urge this committee 
to adopt the recommendations presented in this statement. They are 
summarized in an appendix (appendix I) to this statement. 

Mr. Kizpay. Without objection, it will be included in the record. 
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(The document referred to is as follows:) 


APpPENDIx I 
AMERICAN DENTAL ASSOCIATION RECOMMENDATIONS ON H. R. 7994 


1. That section 104 (h) be amended so that overseas area commanders will be 
permitted to contract with local dental sources for dependents’ dental-health care 


in the same manner and under the same conditions as proposed for dependents’ 
medical care. 


2. That the Armed Services Committee, in its report on H. R. 7994, request the 


Secretary of Defense to provide by regulation that dependents scheduled to go 


overseas be required to have their dental conditions treated before they depart 
for an overseas installation. 


3. That “remote areas within the continental limits of the United States where 
adequate civilian dental facilities are not available” within section 109 be strictly 
defined and identified in Department of Defense regulations. 

4. That the word “inpatient” be inserted before the word “medical” in line 10 
of section 109 so that the pertinent phrase will read: “dental care as a necessary 
adjunct to inpatient medical or surgical treatment.” 


5. That H. R. 7994 be amended by adding a new section after section 109 to be 
desicnated “section 110’, that section to read as follows: 

“The Secretary of Defense shall be authorized to make available to members 
of the Armed Forces a plan or plans, recommended and approved by the Assistant 
Secretary of Defense (Health and Medical), whereby the Department of Defense 
shall defray a percentage of the cost of the dental health care of dependents 
obtained from civilian sources. For each member of the Armed Forces who elects 
to have his dependents participate in such a plan, the Deartment of Defense 
shall defray not to exceed 70 percent of the amount required for enrolling his 
dependents under the plan. Payment by a member of the Armed Forces of his 
share of the cost of enrolling his dependents in any plan authorized under this 
section shall be by allotment of pay as the Secretary of Defense shall prescribe. 
Participation in any plan authorized under this section shall be pursuant to 
regulations prescribed by the Secretary of Defense and approved by the 


President.” 

Dr. Earnest. The association also wishes to express its appreciation 
for the opportunity of presenting its position on this important legis- 
lation. 

Mr. Kitpay. Thank you, Doctor. We really appreciate your de- 
tailed analysis of the bill. As I understand it, the asociation feels 
that the bill should place emphasis on the utilization of civilian dental] 
facilities and care rather than in service hospitals. 

Dr. Earnest. Yes, sir. 

Mr. Kizpay. And you suggest the amendments to accomplish that. 

We particularly appreciate your having done so. 

Are there any questions from members of the committee ? 

Mr. Arends. 

Mr. Arenps. I was very interested in the ratios of dentists in the 
service and civilian life on page 5 which you gave there. 

I have been interested in this figure. I didn’t know there was quite 
the point of disparity there seems to be. Would you say your associa- 
tion feels that there are too many dentists in the service at the ratios 
that you set forth here? 

Dr. Earnest. I didn’t say that. 

Mr. Arenps. I know you didn’t say that. I asked if you felt that 
way about it. 

I have no desire to embarrass you in any way. I wonder. I have 
an opinion of my own which I will express in a moment. 

Dr. Earnest. No. We feel that that ceiling ratio is all right as it 
is now. In other words, the Armed Forces do have a tremendous 
patient load. You have got to take into consideration that they have 
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a new group coming in at freqent intervals, many of whom have never 
had any dental care at all. “tt is compulsory that they report to the 
dental clinic. It takes more dentists to take care of a patient load like 
that, than would be required in civilian practice where it is not a 
compulsory thing to come to the dental office. 

Mr. Arenps. The reason I was so interested in it, a good friend of 
mine who does dental work recently completed a 2-year term in the 
service. He was of the opinion that the administration as far as the 
dental corps is concerned had been poor, where he was serving, to the 
point where he thought they could carry a much bigger workload with 
the men they had on duty. 

Dr. Earnest. I think it certainly could be improved. We have a 
committee now that has recently been appointed to work with the Sec- 
retary of Defense (Health and Medical), and also we are having a 
meeting this year of our Council on Federal Dental Services and our 
Council on Dental Health with all of the chiefs of the dental services 
to try and see if we cannot get more work accomplished with the num- 
ber of dentists we do have in the services. 

Mr. Arenps. This is an excellent gentleman, a hard worker, et 
cetera, and he was rather disillusioned by what he found in the 2 years, 
inasmuch as he could not assume a workload that he had been used to 
in civilian life. 

Dr. Earnest. I think you will find that in some places. 

Mr. Kitpay. Doctor, I think you have made a very telling point. 
These young fellows who are brought into the service, so many of 
them have had none or totally inadequate medical care to the time 
they are brought into the service. 

x Dr. Earnest. It is compulsory they report to the clinic and have it 
one. 

Mr. Kitpay. That is a benefit they get from their military service 
that they probably would never have had if they had not been in the 
military. 

Dr. Earnest. That is right. 

Mr. Kizpay. Mr. Wilson. 

Mr. Witson. You served as a dentist in the military. Do you feel 
the average facilities available for a military dentist are adequate 
today, or do you feel that you could do a better job if you were given 
the type of equipment that the average civilian dentist has? 

Dr. Earnest. I think they could do a better job if they had better 
facilities. 

Mr. Wuson. Is there a practice in the service such as is current in 
modern dentistry of having 2 or 3 chairs with a dentist going from 1 
chair to another ? 

Dr. Earnest. They propose it but they have never gotten around 
to it. 

Mr. Wixson. In other words, you feel that the average civilian 
dentist perhaps because he has better facilities could take care of 
more patients ¢ 

Dr. Earnest. I do; particularly because of his use of auxiliary 
personnel. In other words, if we have 2 girls in the office and lose 1 
of them we go out and hire another 1 whereas in the service you know 
if they lose some of their auxiliary personnel they may get a replace- 
ment and may not. That certainly upsets the routine of any office. 
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You certainly have to have auxiliary personnel to take care of more 
patients. 

Mr. Kizpay. Are there any further questions from members of the 
committee ? 

Mr. Blandford ? 

Mr. Buanprorp. Dr. Earnest, you and I are too good friends now 
after seeing each other for so many years in connection with these 
problems, so I don’t want to trap you with this question. I alert you 
first to this. You have indicated that at present there is no workable 
insurance program available so that can’t be the answer to the ques- 
tion Iam non to propose. 

Do you suggest that we amend this bill so that dental care may be 
provided to dependents about to go to overseas bases, in the same way 
that we provide dental care now overseas and in remote areas? 

In other words, you have suggested that we require dependents to 
receive dental care before they go to overseas bases. 

Now, since they are going to get it for nothing when they go overseas 
you want to have it done here. Don’t you think we ought to do it with 
service doctors here ? 

Dr. Earnest. No—— 

Mr. Buanprorp. Would you suggest the bill be amended to make 
that an additional exception where they can provide dental care? 

Dr. Earnest. I don’t see why it is necessary that the service doc- 
tors do the work here prior to going over. 

Mr. Buanprorp. Why would you impose that restriction upon a 
dependent as a condition precedent to his being allowed to join his 
member overseas ? 

Dr. Earnest. To try to keep from imposing a tremendous load on 
the dental clinic over there. 

Mr. Bianprorp. The point is you want him to have adequate dental 
care before he gets over there. We haven’t got a dental insurance 
program, but you are going to require him to get this care before he 
goes over. That care would have to be obtained in a service facility. 

I wonder if you would go along with amending the bill to make 
that an additional exception to the type of dental care that can be 
provided. 

Dr. Earnest. May I ask Mr. Conway to answer that? He may 
know more about the association position on that. 

Mr. Conway. I don’t think your conclusion is accurate, that it 
would be necessary to provide them with dental care through military 
facilities. 

Mr. Bianprorp. What you are recommending is that before a de- 
pendent goes overseas at his own expense he go out and have his teeth 
straightened out and then he can join his service member overseas 
and that will relieve the burden of the dentist who is serving in uni- 
form overseas. 

Dr. Earnest. That is what we were trying to say. 

Mr. Conway. May I add this: the Navy has experimented with 
a similar program over some number of years. They have never made 
it mandatory, but they have attempted to put influence or pressure 
upon the dependents to have their dental health brought to a state of 
maintenance before they go overseas. 

Mr. Buanprorp. They urge that when they tell people they are going 
to areas where there may not be adequate dental facilities. 
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Mr. Conway. That was necessary in the Navy because by law they 
are prohibited from providing more than emergency dental care. 

Mr. Bianprorp. You think the principle of having an individual 
have adequate dental care before he goes overseas is sound ? 

Mr. Conway. That is right. 

Mr. Buanprorp. You recommend the principle? 

Mr. Conway. Yes, sir. 

Dr. Earnest. I had a patient, a dependent not too long ago and 
I was doing some work for her and for some reason her orders came 
through shipping her out about 30 days before they had contemplated 
sending her, and I did not get to complete the work. I heard from 
her later on, that she had been unable to get the work accomplished 
where she is with here husband in Germany now. 

Mr. Buanprorp. That would indicate a shortage of service doctors 
in Germany then, would it not? 

Mr. Conway. May I make one further statement, Mr. Chairman 
in reference to Mr. Blandford’s remark. 

Mr. Kiupay. Yes, sir. 

Mr. Conway. The association would not approve of a program in 
military facilities to prepare these people for their overseas stay. 

Mr. Buianprorp. Then the principle is not so important as is elimi- 
nating the service dentist overseas. 

Mr. Conway. We are in favor, of course, of seeing that all persons 
do everything possible to get rid of the neglected conditions which 
have accumulated over the years, and we believe that what we suggest 
would be good for the dependents, as well as for the Armed Forces, 
but we do not suggest that it be done in military facilities. 

We are hopeful that the committee will give consideration to our 
recommendation that dental health care from civilian sources be 
investigated by the Assistant Secretary of Defense, Health, and 
Medical, with the authorization we have recommended. 

Mr. Kiwpay. Thank you, Doctor. We are glad to have you with 
us again. You have always been very helpful and very clear in 
expressing the association’s position. Thank you. 

We now have Mr. Kenneth Williamson of the American Hospital 
Association. 

Mr. Wiu1amson. Mr. Chairman, I would like Mr. Kelly to join me. 
He is my associate. 

Mr. Kitpay. Go ahead with your statement, please. 

Mr. Bianprorp. Would you state your full name Mr. Williamson 
for the reporter ? 

Mr. Wiiu1amson. My name is Kenneth Williamson. I am asso- 
ciate director of the American Hospital Association and director of 
its Washington service bureau. I speak here also as a representative 
of the council on Government relations within the association, which 
is the body that is responsible for all recommendations of policy with 
respect to governmental affairs. 

Mr. BLanprorp. Would you give Mr. Kelly’s full name also to the 
reporter ? 

Mr. Ketiy. My name is John T. Kelly. I am the legislative assist- 
ant to the American Hospital Association. 

Mr. Bianprorp. With an “e” or without an “e” ? 

Mr. Ketiy. With one “e”; without two. 
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Mr. Wiiuramson. I appreciate the opportunity to discuss with you 
the position of the American Hospital Association on H. R. 7994. 
When I look at the size of the document I believe we have given a lot 
of thought to it, but maybe not too much. With your permission 
I would like to skip over to the bottom of page 4. The first page 
really documents the problem and that has been documented and 
redocumented. 


Mr. Kitpay. Without objection, we will include your statement in 
the record. 


STATEMENT OF KENNETH WILLIAMSON ON BEHALF OF THE 
AMERICAN HOSPITAL ASSOCIATION 


Mr. Wiruiramson. My name is Kenneth Williamson. I am the 
associate director of the American Hospital Association, and director 
of its Washington service bureau. 

I appreciate the privilege of appearing here today to discuss with 
you the views of the American Hospital Association on the provisions 
of H. R. 7994, a bill providing health care for dependents of members 
of our Armed Forces. At the outset I wish to emphasize the fact that 
the American Hospital Association has long recognized the need for 
establishing an equitable and uniform medical care program for mili- 
tary dependents. In past sessions we have repeatedly urged in testi- 
mony before congressional committees the enactment of legislation 
creating sucha program. Wedoagain today. 

The American Hospital Association brings to the study of this prob- 
lem the experience, knowledge, and sympathetic understanding of its 
entire membership which includes more than 90 percent of the Nation’s 
general hospital beds, about 7,000 hospital members, boards of 
trustees, civic leaders of their respective communities, and several 
hundred women’s auxiliaries. 

The membership of these auxiliaries numbers 1.2 million women 
actively working in their communities to support their community 
hospital. 

These women are the mothers of our servicemen and their wives. 
They feel that the health care problems of our military dependents 
are indeed their own. 

We are concerned with the efficiency and proper utilization of all 
hospitals, whether they be community hospitals, State hospitals, or 
Federal hospitals. 'The American Hospital Association has developed 
its policies, as members of this committee do, in the public interest. 

Evidence of our vital concern for the Nation’s health is found in 
our sponsorship and development of such progressive measures to 
better community health as the Blue Cross plans and the Hospital 
Survey and Construction Act. In addition, we have sponsored and 
promoted numerous objective factfinding studies such as the Com- 
mission on Financing of Hospital Care. It is by such studies and 
public-spirited action that our association meets one of its principal 
objectives, “to promote the public welfare through the development 
of better hospital care for all the people.” 

This committee cannot be too heartily commended for holding hear- 
ings on such a vital subject. The questions before you are difficult 
ones. What is the obligation of the Federal Government for hospital 
and medical care to servicemen’s dependents? What is the most de- 
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sirable way of providing that care? How can we determine what 
is the most desirable way? Any decision which so directly affects 
the health requirements of such a substantial segment of our popula- 
tion cannot but affect the health resources available to the entire 
Nation. 

The American Hospital Association is vitally interested in, and is 
sympathetic to the desire of military dependents to satisfy their health 
needs. Provision of adequate health care for the dependents of our 
fighting forces is a vital part of our national concern for the mainte- 
nance and improvement of the health of the whole Nation. 

The Moulton Commission and other authoritative studies reported 
facts giving rise to serious questions about the equities of the present 
dependent care system, based as it is on the use of military facilities 
and personnel when available. In continental United States, 40 
percent receive absolutely no care from the military. The remainder 
receive some though not neecssarily all of their care. We are unaware 
of any figures reflecting what percentage receive all of their care. 
Military dependents, according to testimony introduced here, number 
between 2.5 to 3.0 million persons. To care for them is a significant 
health care problem. In terms of the health personnel and facilities 
needed it is one of major proportion. 

Under present conditions, hospital and medical care in the main 
is provided to those living near military facilities. This is discrimi- 
natory against those dependents who remained at home or who other- 
wise live at an inaccessible distance. Overtaxed facilities and per- 
sonnel, and unavailable or unauthorized necessary treatment are 
other causes reducing the amount of care dependents can get. 

The status quo contains tremendous pressures for the expansion 
of the military medical system. With inaccessibility of facilities as 
the reason most frequently cited why more dependents are not receiv- 
ing more care, the need for expansion is frequently advanced. One 
can only speculate on the size of the military medical establishment 
if it were to be expanded to make health care available to every 
dependent. 

Last year over 200,000 babies were born in military hospitals. This 
year will see at least that many. Maternity benefits loom large in 
dependent health requirements and yet they have no relation to essen- 
tial military medicine. How logical it would be to turn to civilian 
facilities and medicine to relieve the military of the greatest portion 
of this load. In turn, this will have a direct effect on the military’s 
health manpower requirements. 

The military medical corps have done an outstanding job. But it is 
unfair to expect that their limited numbers should be required to 
care for all of our servicemen and all of their dependents. 

We believe that the health needs of these dependents do not differ 
from the dependents of any other group in our total population. 
They are our, or our neighbors, daughters, nieces, grandchildren and 
the like. Some of our children marry servicemen. Some do not. 
What one needs, the others do too. . Their health requirements and 
demands are the same. 

A family whether in service or not has the same health needs and 
makes the same demands. The family head has the same responsi- 
bility. Whether in military service or not, he has the responsibility 
to provide hospital and medical care for his dependents. When con- 
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ditions are imposed by the Federal Government making impossible 
the discharge of such responsibilities, we believe that then the Federal 
Government becomes responsible for assuring the provision of health 
care for the dependents of military personnel. We believe that this 
responsibility should be made a statutory right for the servicemen. 
In overseas areas and other areas removed from civilian medical 
facilities we believe the Government has the responsibility of directly 
providing care in military facilities. It is for these reasons that an 
equitable program of hospital and medical care is needed. 

In my testimony before you I shall offer suggestions which this 
association believes will provide a sound approach to the problem 
of providing adequate health care for military dependents. It is our 
opinion that H. R. 7994, as currently drafted, is not the best nor the 
most satisfactory way of caring for them. 

But in giving recognition to the use of the insurance principle, 
this bill makes a real contribution since it permits the provision of 
their health care by means proven by civilian experience. Our regret 
is that the bill does not make a greater use of this principle. 

In general, we believe that the purpose of this proposed legislation 
should be to provide a desirable, effective, and equitable program of 
medical care for dependents of the Armed Forces. The detailed pro- 
visions of H. R. 7994 do not accomplish this purpose. 

I ask that you consider the following issues which are raised di- 
rectly from the text of this bill: 

Section 102: This provision enables the serviceman to provide 
health care for his dependents by 1 of 2 methods. The first is the use 
of military facilities without cost. The second is the purchase of an 
insurance policy or policies, at substantial or total cost. 

By choosing the first, he gets care 365 days a year in a military 
hospital. In contrast, the second method provides a maximum of 
120 days of civilian inhospital care, which we understand is the 
maximum coverage generally available through insurance at the 
present time. 

Mr. Buianprorp. May I interrupt you? 

The bill does not provide a maximum of 120 days coverage. 

Mr. Wiriramson. It provides he has 120 days maximum through 
the use of his insurance policy and he then can be transferred to a 
military facility for the balance. 

Mr. Bianprorp. The insurance shall provide not less than 4 months 
of coverage. 

Mr. Kitpay. You go ahead, Mr. Williamson. 

Mr. Wititamson. Clearly, these economic considerations place un- 
due emphasis on the selection of the military facility in preference to 
the civilian facility. This presents no choice as between two equiva- 
lents. Dependents of all nonactive personnel are given no election. 
They must use military facilities and services for their care. Of 
necessity, this promotes the establishment of “retirement colonies” 
in the vicinity of military installations. 

The implied discrimination in this section against widows and de- 
pendent children of deceased members of the Armed Forces seems 
unjustified. It appears illogical to us that medical care for widows 
and dependent children of deceased military personnel should be re- 
stricted. to military installations, salt ve ah as such persons are not 


likely to be living in the proximity of military facilities. 
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Military dependents are civilians. We believe that as civilians, 
their hospital and medical needs should be met to the fullest extent 
possible by civilian health personnel utilizing civilian facilities in 
their lecal communities. By its very nature, civilian health care is 
better adapted to meet their family needs. 

In taking this position we are not unaware of the true relationship 
of the Federal Government and military personnel, and the tremen- 
dous need for a sound dependent medical care program as an im- 
portant morale factor. 

It is sometimes argued that the relationship between the Govern- 
ment and military personnel is the same as that of employer-employee. 
We do not concur in such reasoning. 48 

H. R. 7994 puts primary emphasis on the use of military facilities 
and discourages the use of civilian facilities by requiring servicemen 
to pay all or part of the cost of voluntary health insurance through 
which care would be provided for his dependents in civilian facilities. 

This forms the basis upon which the whole bill is structured and 
it constitutes what we belileve is its most critical aspect. It gives 
military dependents a statutory right to medical care in a fashion 
which can only be met through expansion of military facilities and 
procurement of medical specialists and staff. This can only be done to 
the detriment of the whole population. 

There is only one pool of qualified and trained health personnel in 
this country. It must meet the needs of all. There are only so many 
doctors, dentists, nurses, technicians, and paramedical specialists. 
These people are a national resource. As they are withdrawn from 
this pool to enter the military, the whole population is affected. They 
should not be drained away from their communities and community 
institutions by the military to care for civilians. No one questions the 
absolute right of the Government to take necessary measures to keep 
our fighting forces effective. This includes the drafting of needed 
health personnel. 

We favor the amendment of this provision, section 102, so that the 
Federal Government would pay the entire cost of health services for 
all military dependents. Dependents would use the same health fa- 
cilities and doctors they were accustomed to. Ties to community, 
neighbors and family would be maintained. These ties have been one 
of the bulwarks which have made our Nation strong. 

We believe that civilian hospital and medical facilities and civilian 
health personnel, through the voluntary health plans, can, within the 
continental United States, provide hospital and medical care benefits 
for all mililtary dependents of the same scope now available to all 
citizens of the community. 

The enactment of such a program would (1) further the growth of 
the civilian medical establishment now being aided by existing Fed- 
eral programs, (2) appreciably reduce the demand for doctors, den- 
tists and other personnel required to provide care in military facilities 
for such dependents, (3) make unnecessary and expansion of military 
medical facilities to provide dependent care, and (4) make for ad- 
ministrative simplicity. 

Section 103: (a) We strongly urge the adoption of language clari- 
fying this section so that medical judgment would be the basis of de- 
termination for the provision of health care. 








5610 































Capabilities of staff should not be the only limiting factor, but 
rather availablity should be considered as well. This language would 
seem to permit use of an indeterminate number of civilian doctors in 
military facilities to provide the care that would resut from the adop- 
tion of this legislation. Some clarifying language on this point is 
also needed. 

(c) This provision only imposes restraints on the excessive use of 
outpatient facilities and not on those for inpatient care. If there is 
excessive demand for the use of either, adequate provision should be 
made to meet this problem. Where it can be shown that excessive 
use is Rd made, the right to impose charges related to cost should be 

ranted. 
7 (e) The American Hospital Association is in complete accord with, 
and favors the adoption of this cross-servicing provision. It is in 
keeping with a recent directive of the Defense Department ordering 
the armed services to admit more readily servicemen and dependents 
of one service into the facilities of the others. 

Section 104: We have long favored the use of service benefits locally 
provided in community facilities, through voluntary nonprofit com- 
munity service plans. Since dependents are an essential segment of 
our community population, the provision of their care should be given 
to the fullest extent possible in civilian community facilities. 

(b) This subsection reveals that where the insurance option is util- 
ized, the Federal Government has less than a full responsibility for the 
provision of health care, but where military facilities are selected 
the Government retains a full and undivided responsibility. This 
distinction in the amount of Federal responsibility is difficult to re- 
concile and can only lead to greater emphasis on the use of military 
facilities. 

This flows from the imposition of monetary charges on a service- 
man for selecting insurance. We believe that Federal responsibility 
for all eligible servicemen’s dependents should be the same, irrespec- 
tive of whether they receive their treatment in a military or civilian 
facility. Choice of civilian facilites should not be a cause for lessenng 
Federal responsibility. Exclusion of the dependents of all nonactive 
duty personnel, plus the widows and dependent children of deceased 
servicemen, from participation in the insurance program is difficult to 
understand. Certainly it indicates that insurance is to have only limit- 
ed use in the overall dependent care program. 

If it can be the means of providing health care to more dependents, 
it should be so used. 

We do not believe that a health care program requiring servicemen 
to make contributions is desirable. We urge that the Federal Govern- 
ment assume the full cost of this program, and enable all eligible 
dependents to obtain health care through health service plans. 

(c) Since hospitalization is not defined, it is not clear whether the 
4-month provision is limited to inpatient care or whether it also in- 
cludes outpatient care. Further, it is not clear whether the 4 months 
applies to 1 illness or to intermittent periods of illness. Lastly, it is 
not possible to determine whether the 4-month period covers the life 
of the contract or whether it is for any 1 calendar year. 

We urge clarification of this language. 
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(d) This provision reveals that where military facilities are select- 
ed, no time limitations are imposed. Language should be adopted 
making equal the time limitations in civilian and military facilities, 

To do otherwse is to favor that facility offering the longest coverage. 

(f) This provision can be improved by providing that the rates of 
reimbursement, which shall be paid by the insurance plans for care 
rendered in a military facility, shall be equal to that paid by the 
plans for similar health services in the same area, 

Section 106: Medical care is defined in this section. But neither 
in this section nor in any other is hospital care expressly defined. In 
section 107, it is stated that certain conditions will not be authorized 
for hospitalization, but this does not indicate what hospital care is to 
cover. To bringing meaning to this section, so that it is clear what 
and how much health care shall be available to military dependents in 
civilian or military medical facilities, a definition of what is hospital 
care is sorely needed. Many aspects of providing health care require 
the admission of patients to the hospital and this should be clearly 
defined. 

Section 107: (a) This section provides that dependents shall not be 
authorized hospitalization for chronic diseases. It is not clear whether 
this is intended to limit the admission of chronic diseases or to cease 
care for dependents who are hospitalized with chronic diseases. It is 
difficult to understand how such a provision can be administered and 
how a determination will be made as to when an illness becomes 
chronic. This provision is a particularly questionable one when 
viewed in relation to the provision that there is no limit to the length 
of care provided. 

(c) The decision of what is elective care presents another impos- 
sible administrative problem. We believe it would be preferable to 
state specifically what should be excluded. We cannot conceive of 
the type of administrative machinery which could be set up to review 
the admission of elective cases by civilian physicians. This provision 
makes a fertile area for continuous dispute between the military re- 
viewing authorities and civilian doctors. 

Section 107 refers to hospitalization of dependents, but it appar- 
ently does not preclude medical cave for certain of these conditions. 
Lacking a clear definition of hospitalization, this whole section is 
confusing. 

Your committee has pending another bill providing dependent 
health care which is better than H. R. 7994. This bill, H. R. 7806, 
was introduced at our request by Representative Melvin Price of Illi- 
nois, a member of the Armed Services Committee. It embodies all of 
the pererigte we believe should be incorporated in servicemen’s de- 
pendent care legislation. A generalization of H. R. 7806 would be that 
it encourages the fullest possible use of civilian facilities and per- 
sonnel, Also it proposes a program of services which can be eco- 
nomically provided. I won’t discuss H. R. 7806 in detail, but for the 
information and consideration of the committe I have included as 
exhibit I to this statement, a summary and analysis of the provisions. 

Mr. Kizpay. Without objection, we will include this in the record 
at the conclusion of your statement. 

Mr. Witu1amson. Thank you, Mr. Chairman. 
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In our analysis of H. R. 7994, I have generally outlined in what 
respects we feel it is deficient. Now I will state the minimum essen- 
tials of what we feel should be in any military dependent care 
legislation. 

(1) Emphasis on the use of our civilian health resources. 

(2) Provision of health care through the greatest possible use of 
voluntary health service plans. 

(3) Coverage for all military dependents under such service plans. 

(4) Full Federal responsibility for financing. 

(5) Cross-servicing of military facilities and personnel to the 
fullest possible extent. 

(6) Prescribed use of military facilities and personnel to provide 
health care to military dependents. 

(7) Provision for continuing study of health care program admin- 
istered by the Secretary of Defense. 

(8) Continuity of health benefits for each serviceman and depend- 
ents following his termination of service. 

(9) Availability of advice of civilian consultants, preferably an 
Advisory Health Council, to the Secretary on the operation of the 
health care program. 

On the opening days of this hearing the chairman of the subcom- 
mittee, Mr. Kilday, observed that a completely new bill might evolve. 
He repeated that statement this morning. Subsequent developments 
reflect the wisdom of this observation. It is our belief that through 
the discussion and exchange of ideas taking place here, a sounder 
program will be developed than those that have been thus far pro- 
posed. It is with this thought that I outline for you some ideas thus 
far not considered which can be incorporated in a military dependent 
health care program. For the convenience and assistance of the 
committee, these ideas are set out in legislative draft form in exhibit 
IT to this statement. 

We would like that in the record, Mr. Examiner. 

Mr. Kinnpay. Without objection, it will be included. 

(The document referred to is as follows:) 


Exnuistr II 
JANUARY 25, 1956. 


RECOMMENDED PROVISIONS TO BE INCLUDED IN LEGISLATION PROVIDING FOR THE 
HEALTH CARE OF SERVICEMEN’S DEPENDENTS 


Sec. 101. The Secretary of Defense is authorized to make available to de- 
pendents of members of the Armed Forces the health services specified in section 
104— 

(a) through military health facilities and personnel in accordance with 
section 102; or 

(b) through civilian health facilities and personnel in accordance with 
section 103. 

Sec. 102. (a) No health services shall be provided under this Act to de- 
pendents of members of the Armed Forces through facilities or personnel of 
the Department of Defense except as such facilities or personnel are available 
without interference with their primary function of providing health services to 
members of the Armed Forces. 

(b) Subject to the provisions of subsection (a), the Secretary of Defense is 
authorized, through military facilities and personnel, to make available to de- 
pendents of members of the Armed Forces who are in need thereof, the health 
services specified in section 104, except that within the continental United 
States he is authorized to make any in-hospital service, prenatal or postnatal 
services to mothers, or immunization services available in that manner only— 
(1) in case of emergency ; 
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(2) upon a finding by him that such service is not otherwise reasonably 
available to such dependents, either because of remoteness of their place 
of residence from civilian hospitals or because of congestion of civilian 
hospitals or inadequate number of civilian physicians within the area in 
which they may reasonably be expected to obtain such service; or 

(3) in a military hospital designated by him as a teaching hospital 
and approved for interneships and residencies by the appropriate non- 
governmental accrediting body. Each such teaching hospital shall be avail- 
able for services to dependents of members of the Armed Forces only to 
the extent (which shall not exceed 25 per centum of the beds in active 
use in such hospital, and shall be redetermined annually) found by the 
Secretary, after consultation with the accrediting body, to be necessary 
for teaching purposes. 

Sec. 103. (a) The Secretary of Defense is authorized, through civilian fa- 
cilities and personnel but at the expense of the United States to make available 
to dependents of members of the Armed Forces who are in need thereof, inhos- 
pital services, prenatal and postnatal services to mothers, and immunization 
services within the limits of the health services specified in section 104. Such 
services may be made available through contracts with prepayment health 
service plans, or through contracts with corporations or organizations which 
act as agents for the providers of such services, or through insurance contracts 
which undertake to pay the providers of such services. 

(b) Each contract under subsection (a) shall provide with respect to each 
member of the Armed Forces who at the time of his separation therefrom 
has one or more dependents, (1) that upon his separation from the Armed 
Forces, and without cost to him, (A) provisions for obstetrical (including 
prenatal and postnatal) services, and for hospital care of the newborn infant, 
shall continue with respect to a pregnancy which had begun before such sepa- 
ration, and (B) the other health services provided by the contract shall continue 
until the end of the third calendar month after the month in which separation 
occurred, and during that period shall be extended (except for service-connected 
illness or disability) to the former member of the Armed Forces; and (2) 
that after separation a former member of the Armed Forces working (or 
residing, if the contract so provides) in the area covered by the contract shall 
be entitled, until the end of such third calendar month, to become a subscriber 
to such health protection contract, covering himself and at least one dependent, 
as is generally available to persons accepted as nongroup subscribers in the 
area. 

(c) Each contract with a prepayment health service plan and each insur- 

ance contract under subsection (a) shall provide for credits to the United 
States for inhospital services, prenatal and postnatal services to mothers, 
and immunization services provided to dependents of members of the Armed 
Forces through military facilities or personnel in accordance with section 102. 
Such credits shall be applied against payments due from the United States 
under such contracts. The amount of such credits shall be specified in the 
contract, and shall be comparable, as nearly as may be, to the payments to be 
made under the plan to civilian health facilities and personnel in the area 
for like hospital and medical care. 
Sec. 104. (a) The health services authorized under this Act (other than sec- 
tion [the reference is to any special provision for dental services, prosthetic 
appliances, ete., overseas and in remote areas]) shall consist of the services 
specified in subsection (b), but subject to the limitations specified in subsection 
(ec) and subj-ct to regulations prescribed by the Secretary of Defense and 
approved by the President further defining such services and such limitations. 

(b) The health services authorized under subsection (a) shall consist of— 

(1) surgical, obstetrical, and medical services furnished to in-patients in a 
hospital, and hospital services incident thereto, for not more than 120 days 
in a continuous period of hospital confinement, and for not more than 120 
days in the aggregate in periods of hospital confinement separated by less 
than 90 days, and [to be added here would be whatever additional outpatient 
services could be furnished in military facilities and throvg! military 
personnel]. 

(ec) The health services authorized under subsection (a) shall not include— 

(1) care for nervous or mental disease or for tuberculosis after diagnosis 
thereof, or care in a nervous or mental disease or tuberculosis hospital; 

(2) cosmetic surgery ; 


(3) dental care, except as a necessary adjunct to medical or surgical treat- 
ment; 











5614 




















































(4) ambulance services ; 
(5) prosthetic devices, hearing aids, orthopedic footwear, or spectacles ; 
(6) home calls; or 

(7) nursing home care. 

Sec. 105. (a) It shall be the duty of the Secretary of Defense to study the 
operation of this Act with respect to its effectiveness in securing to dependents of 
members of the Armed Forces adequate health services of high quality, in equaliz- 
ing the availability of health services to such dependents, and in relieving 
military health facilities and personnel of the burden of providing such services ; 
and with respect to the practicability of broadening the scope of health services 
to be provided under section 108. The Secretary shall from time to time transmit 
to the Congress his recommendations for amendment of this Act, and whenever he 
finds that it is practicable to provide under section 103 additional health services 
needed by dependents of members of the Armed Forces, he shall transmit to the 
Congress his recommendations with respect thereto and his estimate of the cost 
of providing such additional services. 

(b) In administering this Act (including subsection (a) of this section) the 
Secretary shall consult from time to time with persons not otherwise in Govern- 
ment employ, experienced in the provision of health services to women and 
children and with persons experienced in the administration of prepayment health 
service plans. To this end he is authorized to appoint such persons as consult- 
ants, without regard to civil service laws or regulations, and to provide for their 
compensation at not to exceed $50 per day. 

Definition of “dependents” to include widows and dependent children of 
deceased male members of the Armed Forces, subject to remarriage of the 
widow, but without restriction to the use of military facilities. 

Mr. Wiiu1amson. With specific reference to that exhibit, these 
ideas would accomplish the following: 

We have numbered these so they can be identified with 7994, for ease 
of reading. 

_ Section 101. Provision of Health Services: Under this section the 
Secretary of Defense would be authorized to make specified health 
services available to military dependents through civilian health fa- 
cilities and personnel, and certain specified health benefits through 
military health facilities and personnel. 

If the Federal Government would meet the major health needs of 
all military dependents, involving their hospitalization and all in- 
hospital physicians’ services, a big step forward will have been made. 
We recognize that there are additional medical services needed for 
ambulatory patients. Moreover, we realize the difficulties of admin- 
istering an out-patient care program utilizing civilian facilities. The 
controls needed for the operation of such a program would be most 
difficult to apply. 

Additionally the cost that would be required to conduct a program 
would appear to be of such a nature that Congress might be reluctant 
to approve of it at this stage. 

Military dependents, it is generally recognized, have come to have 
great reliance on the out-patient care services rendered through the 
direct operation of military services and personnel. 

The armed services would have a tremendous problem should it 
attempt to end the provision of such services. We, therefore, propose 
that military dependents be permitted to receive out-patient services 
in military facilities through use of military personnel to the extent 
that facilities and personnel are available. 

Implicit in this proposal is the fact that hospitalization and in- 
hospital medical services in military facilities, under the circum- 
stances permitted, would not be provided on a broader base than those 
in civilian facilities. We also propose that the way should be left 
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open in legislation to enable out-patient services to be delivered 
through civilian facilities and personnel. 

What is the significance of this section? It means that both civilian 
and military facilities and personnel are needed and used to provide 
dependent health care. Dependents would not be required to choose 
between civilian or military facilities or between civilian or military 
physicians. Financial considerations tending to influence a choice 
of either are removed. 

Within prescribed areas, civilian and military facilities and per- 
sonnel would have exclusive missions of providing necessary health 
care for military dependents. Both would be needed to complement 
the other. 

Section 102. Use of Military Facilities and Personnel: Under this 
section, though military personnel and facilities, the Secretary would 
be authorized to provide in-hospital services, prenatal and postnatal 
services to mothers, or immunization services under the following con- 
ditions: 

(a) in case of emergency ; 

(5) in case of remoteness, congestion or inadequacy of civilian 

facilities; and 

(c) for necessary teaching purposes. 
Since these first two conditions are self-explanatory, only the third 
needs explanation. It permits the Secretary to provide the health 
services described above in those military hospitals he designates as 
a teaching hospital. Such hospitals would be designated from those 
approved for interneships and residencies by the appropriate non- 
governmental accrediting body. 

The statement is often made that in order to maintain a high quality 
of medical care in military hospitals, it is necessary that teaching pro- 
grams be operated. But to sustain an adequate teaching program, 
clinical material must be available. It is contended that dependents 
are essential in military hospitals to provide this breadth of clinical 
material. In recognition of the necessity of maintaining the morale 
of the Medical Corps, and of encouraging careers in this corps, we 
propose that the Secretary may provide the described health care for 
dependents in hospitals approved for residency and internship train- 
ing to an extent which may be necessary for training purposes. We 
suggest that 25 percent of the total operating beds in such hospitals 
would be appropriate. 

I must say some of our people feel that this figure here, we suggest, 
of 25 percent is too high. It may well be. It is simply a suggestive 
figure to set forth the idea. We realize a proper figure would have to 
be established. 

Under this section, whatever additional out-patient services which 
could be furnished in military facilities and through military person- 
nel, would be authorized. 

Section 103. Use of civilian facilities and personnel: (a) This 
authorized the Secretary of Defense, through civilian facilities and 
personnel, to provide in-hospital services, prenatal and postnatal 
services to mothers, and immunization services. Such services would 
be made available through contracts with prepayment health service 
plans or through contracts with corporations or organizations acting 
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as agents for the providers of such services, or through contracts 
which undertake to pay the providers of such services. The way 
would be left open to enable the Secretary to obtain out-patient serv- 
ices under such contracts. These services would be made available 
totally at Government expense. 

(b) Continuity of coverage: Each contract which the Secretary will 
enter into to provide servicemen’s dependents with health care should 
contain some mechanism by which the serviceman, can, upon the 
completion of his military service, provide for himself and his family 
a continuity of coverage for hospital and medical care benefits de- 
scribed above. This provision could be viewed in the nature of a 
severance benefit given by the United States Government for service 
in the Armed Forces. It will have the effect of directing the attention 
of the servicemen and their families to look to civilian facilities and 
personel for their health care. From a long-range point of view, 
ths provision should also have a beneficial effect on the provision of 
care for veterans. 

Section 104. Scope of benefits: This section specifically describes 
the entire scope of benefits to which military dependents would be en- 
titled under a program which would be wholly financed by the Fed- 
eral Government. This section also specifically sets forth those 
services which will not be included. 

Section 105. (a) Continued study of the program: Under this sec- 
tion the Secretary would be authorized to study the operation of the 
dependent care health program. This should be done with a view to- 
ward determining its effectiveness, broadening the scope of health 
services which can be provided through voluntary health insurance, 
and relieving the military of as much dependent care as he may find 
appropriate in keeping with the maintenance of necessary and train- 
ing programs. 

(b) Availability of civilian advice: Under this section the Secre- 
tary would have made available to him persons experienced in the 
provision of health services or in the administration of prepayment 
plans to consult on the operation of the program. The Secretary 
would not be bound by the advice furnished, but this provision would 
make it available to him. 

I repeat, the detailed legislative language Mr. Chairman we may 
have suggested in the attached exhibit, to facilitate your considera- 
tion which we hope you will give to these recommendations. 

Definition and eligibility of dependents: In our proposal, all mil- 
itary dependents would be equally treated. There would be no dis- 
tinction as to whether they were dependents of active duty personnel 
or nonactive duty personnel. 

In our comments on 7994 we restricted ourselves to title I. I would 
like to make a brief comment with respect to title II of that bill. This 
title vitally affects the present operation and future role of the Public 
Health Service general hospitals. It involves many complex issues. 
To be able to comment on the provisions of this title in light ef the 
issues that would be raised, it is our belief that a comprehensive study 
of the role of the Public Health Service should be first undertaken. 
We have made no such studies. However, from a brief review of the 
title itself, it appears that the scope of benefits which would be pro- 
vided the dependents of these three services are not set out in suffi- 
cient description. Nor does the title specify the amount of contribu- 
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tion which shall be made by the Government, nor does it define hos- 
pital and medical care. All of these are left to the promulgation of 
administrative regulations by the Secretary of Health, Education, and 
Welfare. 

They probably, we think should be set forth in the legislature just 
as all similar provisions are set forth under title I. 

Mr. Chairman, and members of the committee, on behalf of the 
American Hospital Association, may I express my appreciation for 
the opportunity that you have given us in presenting our views on 
dependent health care. 

(Exhibit I is as follows :) 


ExuHrsitT I 
JANUARY 25, 1956. 
SUMMARY OF PROVISIONS OF H. R. 7806 


The bill provides for a program of hospital and medical care for dependents of 
members of the Armed Forces, to be made available to them in the country 
primarily through civilian personnel and facilities, by the mechanism of non- 
profit health insurance. The declaration of purpose states that such a program 
is important to the maintenance of morale of the Armed Forces that care 
should be made available to all on as nearly equal terms as possible, without 
regard to their proximity to military facilities; and that military facilities and 
personnel should be relieved as far as possible, of the burden of the care of 
dependents, both to free them for their primary military function and to min- 
imize the number of doctors who must be drafted. 

The bill provides for complete in-hospital care (except for mental and nervous 
diseases and tuberculosis) for up to 90 days, complete obstetrical care both in 
and out of hospital, immunization services, and outpatient diagnostic service as 
fixed by regulations. In the United States these services must be made available 
at Government expense through nonprofit health insurance, unless for any area 
the Secretary of Defense finds that it is impracticable to negotiate a satisfactory 
contract on reasonable terms—a finding that must be concurred in by the Council 
described below, and must be published, with reasons, in the Federal Register. 
If such a finding is made, the care is to be provided through contracts with 
nonprofit health insurance organizations on a cost basis or through contracts 
with individual hospitals and doctors; or if neither of those methods proves 
practicable, through military facilities and personnel. 

In no case are health services to be provided to dependents through military 
facilities or personnel except as that can be done without interference with the 
primary military function of such facilities and personnel. 

Wherever health insurance contracts are in force, care may be given depend- 
ents through the military only in cases of emergency and in cases where the 
Secretary, with the concurrence of the Council, finds that civilian facilities and 
personnel are not reasonably available, either because of remoteness or because of 
congestion or other quantitative inadequacy. In these cases services within the 
scope of the insurance plants are to be paid for by the plans in the form of credits 
against premiums, and services beyond the scope of the insurance plans are to 
he paid for by the member of the Armed Forces; in both cases at rates approxi- 
mating the prevailing civilian rates in the locality for similar services. In all 
cases, deductions from subsistence allowances may be made for subsistence fur- 
nished to a dependent in a hospital, either civilian or military. 

Outside the United States, the Secretary is authorized to provide care either 
through military facilities and personnel or through contracts with qualified 
local providers. The same services as in this country are to be provided free, 
and for other services charges are to be made. 

The bill covers both active and retired members of the Armed Forces, except 
those reteiving retirement pay under title III of the Army and Air Force Vitali- 
zation and Retirement and Retirement Equalization Act of 1948. In the case of 
a male serviceman, dependents include his wife and his unmarried dependent 
children under 21; in the case of a female, her husband and children only if they 
are dependent on her for over half of their support. On the same condition of 
actual dependency, parents and parents-in-law of either a male or a female are 
included, as are also children over 21 who are mentally or physically incapaci- 
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tated for self-support. The widow of a male who has died in service, and his 
children if they were actually dependent on him at the time of his death, are 
included unless the widow has remarried. 

The health insurance contracts are to extend for 3 months after separation 
from the Armed Forces, with obstetrical care continuing for any pregnancy 
existing at the time of separation. During the 3-month period the discharged 
member will be covered, and he will have a right to subscribe as a nongroup 
member for continuing family coverage under the plan operating in the area 
where he resides. 

The bill provides for a Council on Health Care for Armed Forces dependents, 
to be appointed by the Secretary and chaired by the Assistant Secretary (Health 
and Medical). There are to be 8 other members, experienced in health care of 
women and children in the administration of health insurance plans, includ- 
ing at least 2 doctors and 2 hospital administrators. The Secretary is required 
to consult with the Council on the administration of the act, and to obtain its 
approval of regulations and of certain findings, as noted above. 

Both the Secretary and the Council are charged with the duty of studying the 
operation of the act in relation to its declared objectives, and of the practica- 
bility and cost of extending the scope of services provided by the health in- 
surance plans. Their conclusions and recommendations are to be reported to 
the Congress, 

Note.—At page 9, line 20, the word “preparation” should read “separation.” 
At the end of the last line of the same page, the word “before” should be 
inserted. 

Mr. Kizpay. Thank you. We are glad to have you and appreciate 
your statement. Are there any questions from members of the com- 
mittee ? 

Mr. Rivers. Could I ask about two questions? 

Mr. Kivpay. Mr. Rivers. 

Mr. Rivers. Could you tell us have you ever testified before this 
committee before Mr. Williamson ? 

Mr. Wutu1amson. No; I haven't 

Mr. Rivers. First, I want to ask you, what is the American Hos- 
pital Association ? mips 

Mr. Witu1amson. The American Hospital Association is an or- 
ganization which represents the hospitals of the country. It is an 
institutional association, in contrast to a personal membership associa- 
tion such as the American Medical is and the American Dental. It 
is the hospitals of the country. 

Mr. Rivers. Do you operate any hospitals in South Carolina? Do 
you have any members in South Carolina? 

Mr. Witutamson. Yes. Many or most of the hospitals I would 
say in South Carolina are members of the American Hospital As- 
sociation. ; | 

Mr. Rivers. Do you have any in New Mexico? 

Mr. WiiuiAmson. Yes. 

Mr. Rivers. You have them in every State of the Union? 

Mr. Wiu1AMson. Yes, all kinds of hospitals. : 

Mr. Rivers. Are you an affiliate or subsidiary of the American 
Medicial Association ? 

Mr. Wituiamson. No, sir. Not in any way. We are a completely 
independent organization. ere 

Mr. Rivers. That do not make any contribution to you in fact or 
in philosophy ? eZ ; 

fr. Wittiamson. Any contribution; there is no financial connec- 
tion. : 

Mr. Rivers. What about philosophical connection. 
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Mr. Witiramson. Philosophilcally we are always interested and 
concerned by the philosophy of the American Medicial Association 
because hospitals are their workshop. However, in the history of 
the association, AMA and its actions, there are times I think when we 
have differed with the AMA. 

Mr. Rivers. What are some of the committees of the Congress you 
have appeared before and offered oa to give the military 


an equitable and uniform medical care 

Mr. Witxi1amson. None, other than 

Mr. Ketiy. Senate Labor Committee. 

Mr. Witu1amson. Yes; the Senate Labor Committee. 

Mr. Rivers. You suggested to the Senate Labor Committee that 
they do more for the military medical needs? 

Mr. Witi1amson. We suggested to the committee that with respect 
to the Hill-Burton program on aid, that that program be sponsored 
and we were in favor of it; that the program be available to all 
civilians. 

Mr. Rivers. You have never testified before the House Armed 
Services or the Senate Armed Services Committees as to the need for 
better and more equitable medical care for dependents of the military 
personnel ? 

Mr. Wr1amson. The American Medical Association Hospital As- 
sociation has through the years on numerous occasions given testimony, 
Congressman. 

Mr. Rivers. To these committees ? 

Mr. Witui1AmMson. Yes; expressing the hope that something would 
be done to provide an equitable program for dependents. 

Mr. Rivers. They have appeared and testified before the House and 
the Senate Armed Services Committees ? 

Mr. WitrAmson. I believe that is correct; yes. 

Mr. Rivers. Have you? 

Mr. Wittramson, I have not; no, sir. 

Mr. Rivers. How long have you been with them ? 

Mr. Wiuutams. American Hospital Association, about 11 or 12 

ears. 
. Mr. Rivers. You have not been before this committee in those 12 
years ¢ 

Mr. Witi1amson. No, sir. 

Mr. Rivers. You said it gives military dependents a statutory right 
to medical care in a fashion which can only be met through expansion 
of military facilities and procurement of medical specialists and staff. 
Do I take from that that you do not believe that by statutory author- 
ity we should extend to dependents of military personnel medical 
benefits ? 

Mr. Witur1amson. Not at all. 

Mr. Rivers. What do you mean ? 

Mr. Wiix1amMson. We believe that they should—the Federal Gov- 
ernment assuming its responsibility, that it does give a statutory right 
to a dependent for care. 

Mr. Rivers. Now wait a minute. What is that? 

Mr. Wiiii1Amson. We believe that all dependents should receive 
care at the expense of the Federal Government as a statutory right. 
Mr. Rivers. As a statutory right but only in civilian facilities? 


or military dependents? 
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Mr. Witi1amson. No. We have spelled out three broad areas, 
Congressman, where we think they should have an equal use of military 
facilities. 

Mr. Rivers. Emergency was one of them, teaching was one, and 
what was the other? 

Mr. Wiu1amson. In areas where there are inadequate facilities 
civilianwise. 

Mr. Rivers. Teaching would be such a small percentage they would 
hardly recognize it. When you had a guinea pig with an unusual 
disease you would bring him over like we do out here in Bethesda 
in the Public Health hospital. 

Mr. Wu1amson. Yes. I think it is true that all of the specified 
teaching hospitals in the armed services are metropolitan centers. 

Mr. Rivers. Let’s get down to brass tacks. You do not believe the 
dependents should frequent these military hospitals unless it is emer- 
gency, teaching or critical area where there aren’t military hospitals. 

Mr. Wuutamson. Or for outpatient services. Inpatient services 
we believe with the exception of the three limitations 1f you call them 
that, which you just enumerated. 

Mr. Rivers. You did. I didn’t. 

Mr. Witi1amson. We enumerated them, that is right, that the use 
of the military facilities should be limited and military personnel. 
That is what we have suggested. 

Mr. Rivers. You believe if we give them a statutory right it will 
expand these military hospitals to the detriment of civilian hospitals. 

Mr. Witui1amson. Of all civilians, that is right. 

Mr. Rivers. Are you familiar with the conditions of the hospital 
situation in Charleston, S. C.? 

Mr. Wiiu1Amson. Not specifically, no. 

Mr. Rivers. Are you familiar with the civilian conditions in San 
Diego, Calif. ? 

Mr. WriuurAmson. Yes. I have heard something about that and 
was out there recently. 

Mr. Rivers. What is the condition ? 

Mr. Wriix1amson. Well, I know they have got a terrific load of 
civilians, of dependents rather, calling them civilians, and I know 
that there it was an overcrowding beyond the availability, I under- 
stand, of military facilities so that civilian facilities are being used. 

Mr. Rivers. I was talking about civilian facilities. Aren’t civilian 
facilities out there pretty crowded ? 

Mr. Witutamson. Yes, but they just added one large new civilian 
hospital, that has just been built in San Diego, and their figures indi- 
cate that they have fairly well met the needs of civilians or they have 
available the beds. 

Mr. Rivers. What about Norfolk, Va. ? 

Mr. Wiiu1amson. Norfolk, Va., I know that it has been by under- 
standing that the hospital needs, that is an area where the civilian 
facilities are probably way overcrowded, and I know it is an area where 
outpatient services are greatly needed to provide it in the military. 
I think we recognize that. 

Mr. Rivers. Would you suggest an expansion of any military facili- 
ties in the Norfolk, Va., area ? 

Mr. WriitaMmson. I do not know whether they have contemplated 
any additional beds in Norfolk or not. 
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Mr. Rivers. I am talking about you. I am not talking about them. 

Mr. Witiramson. Without knowing that specific case enough to say 
specifically on the basis of study I couldn’t answer you. 

Mr. Rivers. Thank you. I do not believe I will burden you any 
more. 

Mr. Kirpay. Any other questions from members of the committee? 

Mr. Blandford ? 

Mr. Buanprorp. I have one question, Mr. Chairman. Have you 
supported legislation before the Congress now and in the past, to 
provide grants for the expansion of civilian hospitals ? 

Mr. Wittiamson. Yes. 

Mr. Buianprorp. Do you feel there is a serious hospital shortage in 
the United States? 

Mr. Witiiamson. The Hill-Burton program, the Hospital Con- 
struction Act, as I say we were a primary sponsor of that act, follow- 
ing a study which we did at the conclusion of the war which indicated 
that there were many areas in this country where the health needs were 
not being provided for because of a lack of facilities, and the Hill-Bur- 
ton program, we have appeared each year and requested Congress to 
appropriate maximum funds to continue to carry out the program. 
At the present time it is my understanding that there are approved 
projects, projects which could be approved for additional beds, 
amounting to about $1,700 million, which indicates the shortage. 

Mr. Bianprorp. May I repeat my question ? 

Do you believe there is a shortage of hospitals in the country ? 

Mr. Witutamson. Yes. I believe in some sections of the country 
there is a shortage. 

Mr. Buanprorp. If there is a shortage of hospitals, why do you want 
to take this dependent load and put them on top of that shortage? 

Mr. Witi1amson. We suggested to the extent it is possible, and I 
think we make that quite clear, to the extent it is possible for them to 
be taken care of adequately in civilian facilities, they should be. 

Mr. Buianprorp. Would you recommend the construction of a 
civilian hospital in an area where there is a military facility in order 
that we could transfer the load from the military facility to the 
civilian hospital ? 

Mr. Wuu1amson. I think that is happening in some areas, yes. 

Mr. Bianprorp. You recommend that? 

Mr. Wit1aMson. Yes, we would. 

Mr. Bianprorp. Even if it means closing down the military 
facility ? 

Mr. Wiiu1amson. I cannot imagine that. We would not suggest 
that the civilian hospital take care of the military personnel at all. 

Mr. Bianprorp. You think military facilities should be used to their 
maximum ¢ 

Mr. Wiiiramson. Yes, we do. 

Mr. Harpy. Mr. Chairman, I would just like to inquire, in connec- 
tion with the three exceptions that you listed, remoteness, congestion, 
or inadequacy of civilian hospitals, have you made any study to deter- 
mine whether this question of congestion or inadequacy is generally 
prevalent in areas where there is any appreciable concentration of 
military personnel ? 


Mr. Wruua1amson. We have heard from some sections of the 
country 
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Mr. Harpy. That is not what I asked you. I asked you whether 
you made an analysis of it. 

Mr. Witi1amson. Not nationwide, what you would call a complete 
analysis, no. 

Mr. Harpy. Do you know then the extent to which that particular 
exception which you have in your proposal would eliminate military 
personnel dependents from consideration of any consequence in civil- 
ian facilities? 

Mr. Wituramson. I am sure, in fact, we have heard of some areas, 
there are areas; the number I couldn’t tell you exactly. There are 
areas definitely where civilian hospital facilities are not adequate at 
present to meet the needs. I think we recognize that. 

Mr. Harpy. Do you know of any single area where there is a major 
military installation, Air Force, Army, or Navy, where there is any 
heavy concentration of military personnel where there are adequate 
civilian hospitals to meet the present load ? 

Mr. Witx1amson. The San Francisco Bay area is one. 

Mr. Harpy. They have sufficient civilian hospitals there to meet 
the requirements or to take care of the military dependents? 

Mr. Wiriutamson. Yes. I have heard them specifically say so. In 
the city of Chicago for example, is another area, where it is adjacent 
to a military facility. 

Mr. Harpy. It would be your contention, then, that San Francisco 
and Chicago could meet the requirements for civilian personnel, or 
civilian dependents of military personnel ? 

Mr. Wiix1amson. Very largely so. I think that is a fact. 

Mr. Harpy. Do you have the facts to support that statement or is 
that just an assumption on your part? 

Mr. Wii11amson. Well, we know that at the present time 40 percent 
of the military are being taken care of and being taken care of, we 
assume, in military hospitals by military physicians and personnel 
present. Over and above that load, those that are in the present 60 
percent, which are getting some care, from the general availability 
of beds in the country, in many areas, there would be ample beds. 
Under the hospital construction program which the Federal Govern- 
ment has been sponsoring, these dependents are estimated as a part 
of the population, so planning has been going forward to meet their 
needs. 

Mr. Harpy. Does your association recommend an expansion of the 
Hill-Burton program ? 

Mr. Witx1aMson. Yes, we have. 

Mr. Harpy. Would you recommend that as a substitute for military 
hospital construction in areas of military concentration ? 

Mr. Wriu1amMson. To the extent that it is possible for civilian hos- 
pitals to be expanded or built to serve communities and the dependents, 
we think that would be advisable; yes. 

Mr. Harpy. Do you recommend the Hill-Burton program for con- 
struction of hospitals in areas of military concentration where there 
would be a lessening or a reduction of the load on a military hospital 
below their capacity if a civilian hospital were built ? 

Do you understand that question? It got a little involved. 

Mr. Wiuiiamson. See if I do, Congressman. Would we suggest 
building a civilian hospital in an area which would result in taking 
patients out of the military hospital ? 
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Mr. Harpy. If you already have military facilities that are availa- 
ble to take care of the dependents of the military personnel there, or 
to the extent that they are—maybe they are not completely adequate— 
would you recommend construction of Hill-Burton facilities to absorb 
some of that personnel ? 

Mr. Witu1amson. If there was enough of the nondependent group 
to warrant a hospital, a general community service, with them being 
just a part of it, we might do so. 

Mr. Harpy. Just one other question which is not related to this at 
all. I understood in your remarks that you indicated that you pro- 
posed no distinction between the method of care available to military 
personnel, whether they are on active duty or not on active duty. Is 
that substantially the way you expressed it? 

Mr. Wriiuiamson. Yes. 

Mr. Harpy. Do I understand you to mean by that that you would 
propose for the provision of military care to dependents, all Reserve 
dependents, whether or not they were on active duty ? 

Mr. Wii1amMson. Not the Reserves; no. 

Mr. Kitpay. What you meant by that was active duty status or 
retired status ? 

Mr. Wituramson. Yes; widows, too, widows of servicemen. 

Mr. Kitpay. Those who are now receiving it. 

Mr. Wiuu1AMson. Yes. 

Mr. Kiutpay. This will conclude the hearings for today. We will 
adjourn until tomorrow morning at 10 o'clock. 

(Whereupon, at 11:58 a. m., the committee adjourned to reconvene 
at 10 o’clock Thursday, January 26, 1956.) 


House or REPRESENTATIVES, 
CoMMITTEFE ON ARMED SERVICES SUBCOMMITTEE No. 2, 
Washington, D. C., Thursday, January 26, 1956. 

The subcommittee met at 10 a. m., Hon. Paul J. Kilday (chairman 
of the subcommittee) presiding. 

Mr. Kirpay. The committee will be in order. 

We will resume hearings on H. R. 7994. 

John Hoeppel, of California, hoped to be here, but I understand 
he will not be able to come. He has supplied us with a brief and it 
may be made a part of the record at this point. 

(The document is as follows:) 


A BRIEF IN Support oF H. R. 7994, INcLUDING ONE AMENDMENT AND SUGGESTIONS 
To STRENGTHEN THE BILL IN BEHALF OF THE TAXPAYERS 


In order to remove discriminations which have existed for over 13 years 
against retired enlisted men of the Air Force and the Army in respect to hospi- 
talization compared to the benefits which have been given to retired enlisted 
men of the Navy and Marine Corps (many nonwar veterans) with credit only 
for 16 years service, we respectfully submit the following exhibits to prove the 
discriminations which our proposed amendment to H. R. 7994 would remove. 


EXHIBIT A 


A page from National Defense for August 1942 which graphically depicts the 
discriminations in hospitalization. Please note where the Secretary of War 
and General Pershing at that period recommended passage of legislation such as 
we how propose. 
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EXHIBIT B 


We present a letter from the Commanding General of the Letterman Army 
Hospital, San Francisco, dated November 5, 1954, definitely proving our asser- 
tion that in Army hospitals retired enlisted men must pay when hospitalized 
while 16 year retired enlisted men of the Fleet Naval and Fleet Marine Corps 
Reserve pay nothing. 

EXHIBIT C 


A letter from the Surgeon General of the Department of the Navy, dated 
November 4, 1954, further confirming that retired enlisted men of the Army 
and Air Force with 30 years service are forced to pay when hospitalized in an 
Army or Navy hospital while at the same time 16-year retired enlisted men 
of the Navy and Marine Corps are hospitalized without cost. 

In order to remove the existing discriminations so that retired enlisted men 
of the Air Force and the Army with 30 years service may also be given equal 
treatment in respect to hospitalization, we respectfully request that the follow- 
ing proposed amendment be added to H. R. 7994 on page 7 after line 12. After 
the period on line 12, add a new paragraph as follows: 

(3) Members of the Armed Forces who retired in enlisted grade because of 
disability or stipulated years of service shall be entitled to hospitalization, 
including subsistence, without cost, in either Army, Air Force, or Navy hospitals 
where hospitalization is indicated and accommodations are available as deter- 
mined by the commanding officer of the hospital concerned.” 

Various Members of Congress to whom we have submitted this discrimination 
have expressed themselves favorably to an amendment of this type. One such 
correspondent is the Honorable Dewey Short who, under date of January 11, 
1956, wrote us as follows: 

“Frankly, I can see no reason why retired enlisted personnel of the Navy 
and Marine Corps should be allowed to be hospitalized in service hospitals 
without cost for subsistence while Army and Air Force retired enlisted personnel 
are charged for subsistence.” 

In addition to the foregoing, the Honorable Senator Kuchel advises us that 
he was informed by the Department of Defense that the existing procedure 
which discriminates against enlisted men of the Army and the Air Force is a 
fact—which, as we have shown above, has existed against this group of retired 
enlisted men for a period of 13 years. 

We respectfully appeal to the honorable chairman and members of the com- 
mittee that they favorably consider the proposed amendment for inclusion in 
H. R. 7994. 


SUMMARY OF SUGGESTIONS TO EXPAND AND YET IMPROVE H. R. 7994 


From a hasty examination and analysis of H. R. 7994, it seems that hospitali- 
zation for dependents is proposed only for dependents of officers and men in 
the active service and that no recognition is proposed to be extended to the 
dependents of officers and men on the retired list. 

We may be mistaken in our deduction but it seems to us as unfair that the 
young 18-year-old wife should be extended hospitalization in a civilian hospital 
while at the same time the aged wife or the aged widow of a veteran of two 
or more wars who has nursed her disabled husband for years, when she herself 
requires hospitalization should be denied the same treatment as is proposed in 
H. R. 7994 for the young wife of a recruit. In order to remove this discrimina- 
tion which is likely to be economical in respect to hospitalization (as we show 
below) we respectfully suggest that section 104, page 4, line 3, be amended to 
read: 

In Section 105 (a) (1) (2) of this act, under such private INS,—the inclu- 
sion of paragraph (2) of section 105 would permit dependents of retired per- 
sonnel to be hospitalized on equality with dependents of officers and men in the 
active service. 

As a matter of economy and justice, we would recommend that lines 22, 23, 
and 24 and lines 1 and 2 of page 5 be amended to read so that the amount to 
be consdibuted should be 30 percent for all individuals below the fifth grade; 50 
percent in grades 5 to 7 inclusive and 100 percent for all officers in active 
service and all officers and dependents on the retired list in the event these 2 
latter groups are added to the provisions of H. R. 7994. 

As a precedent for a definite progressive percentage for active service con- 
tributions, we have only to refer to the Hardy bill now before the Senate which 
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requires greater contributions from enlisted men and officers predicated on their 
pay. In equity, it only seems fair that officers in the active service and officers 
and dependents on the retired list should be required to pay the full 100 percent 
which is required for their hospital insurance—which 100 percent would be 
much less indeed than many of the retired personnel and their dependents are 
today paying for this hospital protection for themselves. 

It is felt that this increase in the percentage which all active and retired 
personnel should contribute is not exorbitant and it would lessen the expense 
of administration; with special reference to lessening the expense of admin- 
istration where the retired personnel and their dependents are concerned. 

For instance it is our observation through the years that the retired per- 
sonnel and their dependents—in fact, most older persons, are reluctant to go 
to hospitals for treatment and they only go when they really are required. 

Hence, the 100 percent contributions which are suggested for all of the retired 
personnel for themselves and their dependents may very likely result in a net 
saving to the Government, especially when we recognize that if retired personnel 
and their dependents could go to a civilian hospital for treatment rather than a 
military hospital, they would not be so apt to remain for a long period in the 
hospital, which is more likely in such instances where they enter a military 
hospital, rather than a civilian hospital near home. 

A further argument in behalf of extending the right for retired personnel to 
enter civilian hospitals in their own locality rather than to travel long distances 
to the nearest military hospital would be a convenience to the ailing individual 
and it would at the same time definitely lessen the load of medical and hospital 
care in the various military hospitals throughout the United States. 

A final petition: We especially appeal to the honorable chairman and the mem- 
bers of the committee to include our proposed amendment in the pending legisla- 
tion, and in order to at least recognize the dependents of the retired personnel 
while they were yet alive, we hope that the dependents at least, if not the officers 
and men retired, be given an opportunity to obtain the same hospitalization as 
H. R. 7994 provides for the youthful wives of those in active service. We do 
not have statistics to prove our belief but we labor under the assumption that 
the cost of hospitalizing the younger wives who frequently become mothers, 
will be more expensive than will be the hospitalization and medical care which 
may be required for the aged dependents of the aged retired personnel. 

Inasmuch as the retired personnel had been ignored in the Hardy bill, may we 
hope that they will not be ignored in this bill which is a most worthy bill and 
which has our most hearty support since it tends to eliminate and relieve physical 
suffering of the dependents of those who are serving our Nation at home and 
abroad. 

Speaking for and in behalf of the retired personnel of the armed services, for 
whom I have been laboring and publishing a periodical since 1928, I most 
earnestly appeal to the honorable members of the committee to consider the 
above recommendations in the interest of the morale of our armed services and 
at the same time to lessen the cost of administration through the methods and 
plans as suggested in the foregoing. 

With thanks to each and all, I am, 

Respectfully, 
JOHN H. HoEPPEL, 
Manager, Member 73d and 74th Congresses, 
First Lieutenant, Air Force (Retired). 


ExHIBIT A 


Retired sailors and marines with 16 years active service only, none of which 
was served during a war period, and who have no disabilites due to service, 
receive free hospitalization in Navy hospitals. 

Retired enlisted men of the Army with 30 years active service, veterans of 
two or more wars and with war-service-connected disabilities, must pay over 
$23 per month when hospitalized in Army hospitals, even though their disabilities 
are of combat origin. 

Mr. Congressman or Mr. Senator, can we build national morale if you, our 
elected representatives, permit this unfair and inhuman discrimination to 
continue. 

The Honorable Secretary of War, General Pershing and others have twice 
petitioned you to give the Army enlisted man a square deal. We, who may soon 
be called upon to die on foreign lands, feel we are entitled to a square deal in 
the event we survive. 
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Will you please remove this discrimination? 

If our pledge to the flag of liberty and justice for all, is to be taken literally 
then Army retired enlisted men should receive the same fair treatment as is 
accorded to retired enlisted men of the Navy and Marine Corps. 

Please mail this page to your Congressman, calling attention to page 15. 





ExnHrsit B 


LETTERMAN ARMY HOSPITAL, 
OFFICE OF THE COMMANDING GENERAL, 
San Francisco, Calif., November 5, 1954. 
Mr. J. H. HOEPPEL, 
Arcadia, Calif. 


Dear Sir: This will acknowledge receipt of your letter of October 30, 1954, 
regarding verification of the item published in the October issue of Naval Affairs 
as printed by the Fleet Reserve Association. 

Inactive enlisted personnel transferred to the Fleet Naval Reserve and Fleet 
Marine Corp Reserve who have 16 or more years of active service are entitled 
to hospitalization in this hospital at no cost to the individual, providing facilities 
are available. Dependents of these individuals are also entitled to hospitaliza- 
tion in an Army hospitul, provided facilities are available, at a cost of $1.75 
per day. Outpatient treatment is authorized in either case at no cost to the in- 
dividual. Whether or not adequate facilities exist must be determined by the 
hospital commander from the needs of each individual case when the patient 
presents himself for medical care. 

Sincerely yours, 
JAMES QO. GILLESPIE, 
Brigadier General, MC, Commanding. 


_—_— 


ExHIBIt C 


DEPARTMENT OF THE NAvy, 
BUREAU OF MEDICINE AND SURGERY, 
Washington 25, D. C., November 4, 1954. 
Mr. J. H. HoEPPeEL, 
Manager, National Defense Magazine, 
Arcadia, Calif. 

My Dear Mr. HoeprPet: The questions advanced by your letter of October 29, 
1954, along with the answers, furnished by this Bureau, follow: 

Question. If such transferred men are entitled to hospitalization in an Army 
or Air Force hospital, does the Navy Department reimburse these facilities for 
such treatment? 

Answer. Yes; value of ration. 

Question. Are these men entitled to outpatient treatment in Army or Air Force 
hospitals? 

Answer. Yes. 

Question. As their dependents are also quoted as entitled to hospitalization 
in Army or Air Force hospitals, what is the per diem cost to such dependents 
when hospitalized in an Army or Air Force hospital? 

Answer. $1.75 per day. 

Question. Are such dependents entitled to outpatient treatment in an Army 
or Air Force Hospital under the conditions stated? If so, what if any is the 
charge for such outpatient treatment? 

Answer. Eligible for outpatient treatment. No charge. 

I trust the above information will serve your purpose. 

Sincerely yours, 
H. H. LinpeEr, 
Lieutenant Commander, MSC, USN, Head, Hospitalization Branch 
(By direction of the Surgeon General). 


Mr. Kixpay. The first witness this morning is Dr. C. D. Swope, of 
the American Osteopathic Association. 
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Will you come around, please, sir? Have a seat. 

Doctor, you may proceed with your statement. Be seated, if you 
like. 

Dr. Sworr. Thank you. 

I am Dr. Chester D. Swope, engaged in the private practice of 
osteopathy and surgery in the city of Washington, D.C. I am chair- 
man of the Department of Public Relations of the American Osteo- 
pathic Association and appear here in that capacity in support gen- 
erally of the pending bill, H. R. 7994, cited as the Armed Forces 
Dependents Medical Care Act of 1956. 

Xt the outset, may I express our appreciation for the opportunity 
of appearing on this most important proposed legislation. 

By statute since 1884 and by custom before then, the military has 
been authorized to furnish free medical care to families of servicemen. 
The act of July 5, 1884 (23 Stat. 112; 10 U.S. C. A. 96) provides: 

Medical attendance for families of officers and men—medical officers of the 
Army and contract surgeons shall whenever practicable attend the families of 
the officers and soldiers free of charge. (Subsequently extended to Navy and 
Air Force.) 

Whether the free medical service furnished under that act is due to 
presumption of need, or as an inducement to enlist, or because military 
pay rates may be said to be based in part on the consideration of such 
free family health care, or combination of all three, the discrimination 
which results against the wives and children of servicemen who cannot 
obtain free family care from military facilities either because such 
facilities are overtaxed as at present or because they are too remote to 
be practically available, constitutes a morale factor that is entitled 
to consideration. 

H. R. 7994 authorizes medical care for dependents of members of 
the Armed Forces (a) in military medical facilities subject to avail- 
ability of space, facilities, and capabilities of the medical staff; (6) 
through an insurance plan. 

The bill, unlike H. R. 7792, makes no provision for dependents of 
members of the Armed Forces not participating in an insurance plan 
and located where no military medical facilities are available for 
such dependents. 

We believe that in such contingencies, medical care should be fur- 
nished from civilian medical sources as provided in H. R. 7792. We 
do not believe that the requirements of an insurance policy as a condi- 
tion precedent to Federal assistance for dependents care where mili- 
tary medical facilities are not available is desirable. 

If the Congress shall see fit to require insurance coverage as a 
condition precedent to Federal participation in areas lacking adequate 
military medical facilities, we suggest that eligible insurance carriers 
afford choice of available physician or hospital without discrimination 
on account of the school of practice of the physician or of the staff of 
the hospital. 

Otherwise, the patient will in many instances be unreasonably re- 
stricted against choice of physician or hospital. Such a provision is 
necessitated in view of the fact that some insurance carriers do and 
others do not restrict participation to physicians and hospitals staffed 
by physicians of a single school of medicine. 
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For example, some Blue Shield and Blue Cross organizations do 
and some do not compensate for services rendered by physicians and 
hospitals of the osteopathic school of medicine. 

There are some 12,000 licensed osteopathic physicians or surgeons 
and in excess of 300 hospitals staffed by osteopathic physicians and 
surgeons in the United States. 

The annual report of the Administrator of Veterans Affairs for 
the fiscal year ending June 30, 1952, showed that 7,000 osteopathic 
physicians participated in the hometown medical care program for 
outpatient services for veterans with service-connected disabilities, 
and noted that 29 State osteopathic associations had formal agree- 
ments with the Veterans’ Administration regarding outpatient serv- 
ices on a fee basis. The report indicated that 38 State medical as- 
sociations had similar agreements. The osteopathic profession con- 
tinues to cooperate fully in the VA hometown program. 

In an article entitled “Four years of the Ey IC Program” pub- 
lished in the Yale Journal of Biology and Medicine, March 1947, one 
of the authors of which was Dr. Martha M. Eliot, then Associate Chief 
and now Chief of the Children’s Bureau, it appeared that some 2,500 
physicians of the osteopathic school of medicine participated in the 
program of rendering emergency maternity and infant care for the 
wives and infants of servicemen. 

On July 12, 1955, this House Committee on Armed Services unani- 
mously reported and on July 18, 1955, the House passed under unani- 
mous consent a bill, H. R. 483, for the utilization of licensed doctors 
of osteopathy in the medical services of the Armed Forces. Your 
committee report expresses the opinion that the measure may go a 
long way toward solving the procurement problem which now exists 
in the armed services in obtaining career doctors. 

We wish to reiterate that we will welcome that opporunity for serv- 
ice, and we hope that this committee will see fit to accept in the pend- 
ing legislation also our cooperation as civilian physicians and hos- 
pitals in making medical and hospital care available to the dependents 
of members of the Armed Forces. 

Mr. Kitpay. Thank you, Dr. Swope. 

Any questions from members of the committee ? 

Mr. Bares. Mr. Chairman ? 

Mr. Kirtpay. Mr. Bates? 

Mr. Bares. Doctor, what has been the result of that legislation ? 
Did that pass the Senate ? 

Mr. Bianprorp. No, sir. 

Mr. Bares. It did not pass the Senate. 

Mr. Netson. Mr. Chairman? 

Mr. Kirpay. Mr. Nelson. 

Mr. Netson. Doctor, would your objections to the bill be removed 
if there was a provision in the law that there should be no discrimina- 
tion with regard to schools of medicine? 

Dr. Swope. Yes, sir. 

Mr. Netson. In the insurance policy? Do you understand the 
question ? 

Dr. Gourtpy. Yes. He said yes. 

Mr. Netson. In other words, your objections would be removed if 
there was a provision in the insurance policies that there would be no. 
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discrimination on the basis of the school of medicine from which the 
doctor came? : 

Dr. Swore. That is right. 

Mr. Netson. But, Doctor, can you tell me what the percentage of 
osteopaths to the civilian population is right now ? 

Dr. GourLey. That would be about 1 to 13,000. 

Mr. Netson. One to thirteen thousand ? 

Dr. Gourtey. Something like that. 

Mr. Nexson. In the field of medicine it is 1 to 730 as we heard 
yesterday ? 

Dr. Gourtey. That is right. 

Mr. Nexson. Thank you, Mr. Chairman. 

Mr. Rivers. Could I ask the doctor a question, Mr. Chairman ? 

Mr. Kinpay. Mr. Rivers. 

Mr. Rivers. Doctor, you said that as a condition precedent we 
should not require an insurance policy prior to the servicemen obtain- 
ing this care, the dependents of servicemen obtaining this care, in areas 
where there was no military hospital, did you not, sir? 

Dr. Sworr. That is right. 

Mr. Rivers. Would you explain to me what you mean by that, how 
you get that from the bill? 

Dr. Sworr., For instance, where there were no available facilities 
that were members we will say, for instance, of the Blue Shield and 
the patient was a member of Blue Shield, but you did have in that 
community—presume that that is an area where there was not a 
contract with the osteopathic profession. 

Mr. Rivers. I see. 

Dr. Sworr. That patient then would be denied that service from the 
osteopathic physician located in that locality. 

Mr. Rivers. I see; yes. 

Mr. Bianprorp. I might explain, Mr. Rivers. I think I can para- 
phrase the position of Dr. Swope in this respect. Under the original 
bill, 7792, there was a provision by which an individual or dependent 
who did not take out insurance and who was in an area where there 
was not a service facility and who required medical care could go to 
any type of physician or doctor, whether he be doctor of osteopathy or 
an M. D., and then he would pay a number of dollars for the treatment 
and then the Government would pay the remainder of the cost. 

Now of course that put the osteopaths in the position of not arguing 
with the hospitals in States where they are not allowed to practice 
in their hospitals, but it did allow them to go into the question of 
treating patients who were logical osteopathic patients and billing 
the Government for a cost in excess of X dollars. That is basically 
your position, is it not, that the previous bill permitted individuals to 
elect an osteopathic doctor as the physician that they wanted, and 
the Government would pick up the check for vet, Phas in excess 
of a certain amount of money, that is for the individual who did not 
have insurance or was not near a service facility. 

Dr. Sworr. That is right. 

Mr. BLanprorp. Now your concern here is that if we write a bill 
which permits hospitalization, you are going to run right into the same 
problem that you faced for many years with the American Medical 
Association and that is in certain areas they will not allow your osteo- 
paths to go into certain hospitals and practice in those hospitals. 
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And you are concerned lest the insurance contract, be it Blue Shield 
or commercial insurance, will refuse to reimburse an osteopath, which 
takes us right back to this question of free choice of decisions. 

(Dr. Swope nods.) 

Mr. Bianprorp. Also we run right smack into this problem of the 
American Medical Association position on hospitals, that is their com- 
mittee on hospitals, withdrawing recognition from a hospital that 
allows an osteopath to walk in the front door, isn’t that what it boils 
down to? 

Dr. Sworr. Right. 

Mr. Rivers. Of course, Doctor, this committee has gone on record on 
more than one occasion of recognizing the legitimate need in the mili- 
tary for osteopathy, you know that. 

Dr. Sworr. Right. 

Mr. Rivers. Before Mr. Short had the amendment passed—who 
was the lawyer in town? 

Mr. Branprorp. Right here, Mr. Gourley. 

Mr. Rivers. Mr. McCracken. 

Mr. Bianprorp. He represents the optometrists. 

Mr. Rivers. Well, he could have, anyhow. [Laughter. ]} 

I could use one myself right now. 

Anyway, Doctor, this committee has gone on record as favoring it, 
as you know. 

Dr. Gourtry. Right. 

Mr. Rivers. I for one think we certainly should make it available 
as much as we can. I don’t know exactly how you are going to do it. 

Mr. Kinpay. Thank you, Dr. Swope. 

We now have Dr. William B. Walsh of the National Medical Veter- 
ans Association. And I believe there are some other members of the 
association with Dr. Walsh this morning. 

Come around, Doctor. 

Dr. Watsu. All right, sir. 

Mr. Kitpay. We are glad to have you again. You and your asso- 
ciation have been very helpful to us in the past. 

Dr. Watsu. Thank you. 

Mr. Kitpay. Glad to hear from you on this bill. 

Dr. Wausn. Mr. Kilday, Dr. Youel of San Diego will be here to 
make his statement, and Mr. Rumsey is here also to assist. 

Mr. Kitpay. All right. Glad to have your statement. 

Mr. Rivers. Mr. Chairman, for the record I do not want in any way 
to reflect on Dr. Gourley for the fine job he has done and is doing for 
the osteopaths. What I said about Mr. McCracken does not detract 
from Mr. Gourley’s fine contributions before this committee. 

Mr. Kirpay. Go ahead with your statement, Dr. Youel. 

Dr. Your. Mr. Chairman and members of the committee, I am 

Dr. Milo A. Youel, a practicing physician and resident of San Diego, 
Calif. I appear here today as the representative of the National Med- 
ical Veterans Society. I wish to express, on behalf of the society, our 
appreciation at once again appearing before your committee. We 
hope that what we have to say will be of some service to you. 
We of the National Medical Veterans Society believe the following 
principles: 
1. We believe that the Armed Forces and their dependents are 
entitled to the best medical care that can be provided. 
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2. We believe that the members of the Armed Forces should not 
experience any financial hardships in the provision of this medical 
care, 

3. We believe that dependent medical care, as presently provided by 
the Armed Forces, is inadequate. 

4. We believe that dependent medical care is definitely a career in- 
centive for members of the Armed Forces. 

5. We believe that dependent medical care caa best be provided by 
a voluntary insurance program. 

6. We believe the American physician will overwhelmingly support 
such a program. 

7. We believe, however, that it is impractical for the Armed Forces 
to provide adequate dependent medical care. 

Historically, as you know, dependent medical care has been on a 
“facilities available” basis. Nevertheless, the services in their recruit- 
ment program have given the impression that this dependent care was 
all inclusive. The serviceman finds out too late that the care is ex- 
ceedingly variable. Recently in many areas this existing care has 
been withdrawn in whole or in pari. 

What does the service suggest to answer this lack? An increase in 
medical officers is not the answer. There are few physicians left who 
are still eligible to be drafted. If the services had been able to call 
up what they believed they needed, there would be no physicians left 
in the draft pool. 

We are dealing with something that is in short supply—namely, 
physicians. We “realize that there are many efforts being made to 
attack the long-range physician problem, but these dependents need 


medical care now. Are we to deprive the civilian of required care by 
recalling physicians into service?’ Or would it be wiser to presnote 


voluntary insurance, so that the civilian physician can serve 
dependent and nondependent citizens of his community ? 

We do not suggest that an insurance program should exclude med- 
ical care at military facilities. We recognize that the medical officers 
may feel the need of caring for some dependents. However, we would 
oppose any expansion of dependent care in military facilities. 

Would it not be wise to define the primary mission of military med- 
icine? The military doctor in time of war must keep as many men at 
as many guns as possible. In time of peace his function, like that of 
any other military man, is to be prepared for war. He is a dedicated 
man who has chosen a military way of life because he feels he is neces- 
sary in this capacity for the welfare of his country. 

In fulfilling this dedication, he must become an expert in all fields 
of military medicine. We citizens depend upon him to solve the 
problems of submarine warfare, aviation medicine, atomic blast path- 
ology, field sanitation, traumatic surgery. He must gain the admin- 
istrative ability to expand the medical corps in time of war. At such 
a time we civilian physicians will depend upon him to be our teacher. 

We are here today, however, to discuss ways of improving the ‘nade- 
quate medical care now given to dependents. Are private fa ilities 
available to absorb the increase in patient load? Vice Adm. J. L. 
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Holloway, Jr., testified on January 23, 1956, before this committee, 
and I quote from page No. 8, paragraph No. 1 of his text: 

* * * our civilian medical facilities, which are themselves overcrowded, would 
find it difficult, if not impossible, to absorb the added load of military dependents. 
This applies particularly to areas where dependents are heavily concentrated, 
such as Norfolk and San Diego. 

We are glad that he specifically mentioned San Diego, as we have 
conducted a comprehensive survey of this area with the cooperation of 
the county medical society, the San Diego Hospital Association, and 
the use of official statistics from the Navy. 

Here are some facts about the San Diego area. 

1. The civilian doctors in San Diego would have to increase their 
patient load less than two patients per day to completely absorb the 
dependent medical care now being given in that area by the military. 
This they could easily do. 

2. With existing civilian facilities, 1,660 more babies could be de- 
livered per month. The Navy in this area delivered 614 babies per 
month (1954). 

3. Our statistics indicate that approximately two-thirds of all de- 
pendent care in the San Diego area is now handled by civilian physi- 
clans. 

Of even more importance are the thousands of dependents who live 
in areas where military installations do not even exist. These people 
are located throughout the 48 States. They have to pay for all medi- 
cal care unless they declare themselves indigent. No one here, we are 
sure, wants them to dothat. To these people an insurance program is a 
necessity. 

We believe some form of voluntary insurance is feasible. The rapid 
growth of health insurance in civilian life attests to this. We are not 
insurance authorities and we would not presume to outline the mechan- 
ics of an insurance plan. 

We have learned something about health insurance, however, by 
working on the physician’s end of it. This experience has enabled 
us to make certain observations. 

1. If the patient has no financial responsibility in the cost of his 
medical care, there is a tendency toward abuse of the receivable bene- 
fits. This increases medical cost without increasing medical care. 

Therefore, some form of cost participation on the part of the fam- 
ily receiving services will deter abuse and at the same time will en- 
courage responsibility. 

2. Health insurance is a new field and there are many things to 
be learned before it will offer maximum coverage for the least cost 
with fair fees to those who perform the services. 

Therefore, it is suggested that any legislation passed should provide 
great flexibility as to the details of services covered, amounts and type 
of cost participation on the part of the insured, and fees for services. 
The Assistant Secretary of Defense for Medical Affairs should be 
authorized to work out the details of the plan in order to make it most 
effective. 

The advantages of a proper voluntary insurance plan are: 

1. Dependents will have adequate and available medical care wher- 
aver they may be located. 
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2. It makes available an increased number of beds for military 
personnel, thereby decreasing the need for new military medical 
construction. 

3. All dependents are afforded the same type and amount of care. 

4. The dependent is no longer a “captive patient” but has free choice 
of physician. . 

5. The dependent. has freedom to live in the area of his choice rather 
than having his habitat dictated by availability of military medical 
care. 

6. Actual dispersal of dependents and medical personnel from 
highly concentrated military target areas would occur. : 

7. It permits medical officers to turn their full attention to their 
primary mission. 

8. It does not disrupt civilian communities by withdrawing civilian 
physicians. 

Throughout H. R. 7994, there is an implied concept that dependent 
medical care at most military establishments is relatively cheap and 
that similar civilian care is relatively expensive. This is evident by 
the creation of two classes of dependents (sec. 104 (b) (1) (2) (3)) 
and it also requires a 30 percent copremium on insurance. 

For care in a military institution there is no charge other than 
subsistence in the hospital (sec. 102 (b) and possible minimum charges 
to restrain excessive demands (sec. 102 (c) ). 

We believe this concept of lower cost tn the military is difficult to 
substantiate. It is our understanding that there is no system of cost 
accounting in the medical services which reflects total costs. 

We would like to make one final point. From countless contacts 
with dependents we know that they are overwhelmingly in favor of a 
plan which will afford them greater medical coverage than they are 
now receiving, and with free choice of physician, location, and equality 
coverage. 

In summary, the position of the National Medical Veterans Society 
is as follows: 

1. We believe that dependents of the Armed Forces are entitled to 
the best medical care available. 

2. We believe that a voluntary insurance program is the best answer 
to the problem providing improved care. 

3. The mechanics, methods of payment, and extent of coverage 
should be determined by this committee together with the appropriate 
medical and insurance authorities. 

4, It is impractical for the military to attempt to expand their pres- 
ent dependent medical care, but safeguards must be provided to pre- 
vent expansion of this secondary mission of the Medical Corps which 
already threatens their primary mission. 

5. We believe the service families strongly support an insurance 
plan providing free choice of physician and locale. 

Thank you. 

Mr. Kirpay. Thank you, Dr. Youel. 

Now, Doctor, you and the gentlemen with you have all served as 
medical officers, as I understand, and you are engaged now in private 
practice ? 

Dr. Yougen. Yes, sir. 

Mr. Kitpay. From your experience, or the combined experience of 
the three of you, if the cost is the same, where do you feel the majority 
of the dependents would choose to go, military or civilian facility? 
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Dr. Yourn. We believe that the majority would choose civilian care. 
Mr. Kitpay. If the cost is the same? 
Dr. Youru. Yes, sir. 

Mr. Kitpay. Now, if there is any financial advantage in one or the 
other, you think that that would overweigh the desire to go to—— 

Dr. Youru. The best experience I have on that is that with various 
closed panel groups that have been offered, if the cost is approxi- 
mately 13 to 15 percent within the same amount, they will choose the 
system in which they have free choice. 

If it gets to be more than a 15-percent differential, then they begin 
to go toward the closed panel type of coverage. 

Mr. Kiipay. Any questions of the doctor? 

Mr. Rivers. Doctor, I know you have always assisted this com- 
mittee; for instance, on the doctors’ draft legislation ? 

Dr. Yourt. Yes, sir. 

Mr. Rivers. And we recognize that you are trying to contribute 
to our thinking along this general line, for which I certainly want 
to thank you. 

Now you served in World War IT? 

Dr. Youe.. I served in World War IT and in the Korean war. 

Mr. Rivers, In Korea, also? 

Dr. Your.. Yes, sir. 

Mr. Rivers. And the group that did not contribute to anything, 
that 77,000, that stayed home—— 

Dr. Yourt. Yes, sir. 

Mr. Rivers. We remember that group. That is not, thank God, 
the group that you come from. 

Of course I don’t question your figures. 

Did I understand you to say that there are ample facilities in the 
San Diego area to take what segment? 

That is what I want to know. 

Now, I will tell you how I am thinking. I understand you do not 
object to medical assistance for dependents in existing facilities. 
You are anxious—stop me where I am wrong—your anxiety is you 
don’t want to see that expanded more than it is; is that right? 

Dr. Youre. That is right. 

Mr. Rivers. Above what percentage, sir? Four doctors a thousand, 
three doctors a thousand, five doctors a thousand, or what? 

Dr. Youet. I don’t quite—you are talking about the present ratio 
now ? 

Mr. Rrvers. Yes. 

Dr. Your. Of doctors in the military ? 

Mr. Rivers. Doctors, physicians. 

Dr. Your. I don’t believe—we don’t believe they should be ex- 
panded beyond their present strength for the purpose of taking care 
of added dependents. 

Mr. Rivers. What about a figure of four a thousand, would that. be 
too much ? 

Dr. Yougt. If it is for the purpose of increasing dependent medical 
care ; yes. 

Mr. Rivers. Well, what is the figure now? 

Dr. Your... Well, as I understand it, the Rusk committee put a 
figure of 3.0 per thousand. 








Mr. Rivers. 3.02 
Dr. Your. 3.0. 

Mr. Rivers. Yes, sir. 

Dr. Yourn. And by counting doctors under residency program as 
half a man and interns as nothing the figure that finally was arrived 
at was 3.26. 

Mr. Rivers. Would you be agreeable to 3.26? 

Dr. Yourn. Yes, sir. 

Mr. Rivers. Thereby utilizing to the fullest the existing ratio. And 
that would give them a well rounded practice in the medical profes- 
sion and in the military installations. 

So a military doctor would not be a fellow who would run around 
with a hypodermic and give a shot for some social disease or something 
of that character. You recognize that, Doctor ? 

Dr. Yourn. The hypodermic syringe? [Laughter.] Yes, sir. 

Mr. Rivers. You recognize that we don’t want to have a doctor that 
is only good to give a hypodermic. 

You recognize that ¢ 

Dr. Youru. Certainly. 

Mr. Rivers. Now I was interested in what you said about the San 
Diego area. Did I understand you to say there are ample facilities 
there ? 

Dr. Yourt. We are convinced that that is correct. 

Mr. Rivers. Could you give us something concrete for the record, 
giving the basis for your conclusion ? 

I just did not want—I would like to know how you went about it, 
because I do not want to include convalescents’ homes and things of 
that character ¢ 

Dr. Yourt. According to the Navy statistics of 1954, the patients 
treated in San Diego County averaged 1,105.4 per day. There are 
over 800 civilian practicing physicians in San Diego County. 

Therefore, if each one of them took somewhere between 1.5 more 
patients per day, they could see all these patients. 

Mr. Buanprorp. Aren’t you assuming, Doctor, that the practicing 
ao in San Diego is out drumming up trade, basically that he 
1as not got a pretty substantial load right now ? 

Dr. Youren. Our survey—we conducted a survey in which we sent 
out 731 forms; 455 were returned, which is a 62-percent return, which 
is very high for any survey that you send out to a group of doctors. 

Mr. Rivers. Of the Gallup-type thing ? 

Mr. Arenbs. These are not loaded questions. 

Dr. Yourt. We made up this questionnaire, which we have right 
here. We will be glad to give you copies of the questionnaire if you 
wish. 

We asked them several questions. 

One was how many doctors would be willing to work full time for 
the Navy, since this is a Navy area. 

Mr. Rivers. Yes, sir. 

Dr. Yourr. And of those snswering, six indicated they wauld be 
willing to do so. And we asked them what |:ind of a salary they 
would ask if they were to do that, and their answers ranged from 
$7,500 to $25,000. 





5636 


Eleven doctors indicated their willingness to be a part-time contract 
physician. This ranged—they said they would be willing to work 
a half a day a week to 3 or 5 times a week. 

Mr. Rivers. Just like they do for industrial establishments ? 

Dr. Your.. Yes, sir. And their acceptable salaries ranged from 
$30 to $100 a day; 426, which amounts to I believe 85 percent of all 
those answering, said that they would prefer to take care of additional 
dependent load by seeing them in their own offices and taking care 
of them in the hospitals where they worked. And they indicated that 
they on an average felt that they could see an average of six more 
patients a day. 

Mr. Rivers. That is the whole group that responded to the question- 
naire. 

Dr. Yourt. The whole group. Some said 1 or 2 and some said, “I 
am full, I can’t see any more.” Some said they could see 10. The 
average was around six. 

Mr. Rivers. But you would favor retaining what the military now 
has, or say the Navy in that area, and implementing that by an insur- 
ance policy ? 

Dr. Yourt. We would be in favor of implementing it by an insur- 
ance policy, but giving the dependent the right to choose. 

Mr. Rivers. The freedom of choice? 

Dr. Yovren. Freedom of choice; yes, sir. 

Mr. Rivers. Thank you, Doctor. 

Mr. Wiison. Mr. Chairman. 

Mr. Kitpay. Mr. Wilson. 

Mr. Wuson. I would like to first of all call attention to the fact 
that these two doctors who are here today are from my district in 
San Diego. 

Dr. Rumsey is with Dr. Youel. They are both very well thought 
of and highly respected citizens in the community. They have both 
had military service. And I think they speak from both points of 
view. And I am very happy to seel the reasonable, very reasonable 
statement they made to the committee this morning. They are with 
the National Medical Veterans Society which as pointed out presented 
us in the doctors’ draft bill some exceptional om and very sound 
help in preparing that very difficult legislation. 

1 just want to commend the doctors for coming 3,000 miles to give 
the committee the benefit of their own feelings on the subject. 

I wonder if you feel, Dr. Youel, that this percentage of doctors that 
Congressman Rivers spoke of, so many oaees per thousand—an 
increase in that would have any effect on this doctor-draft legislation 
which the medical veterans have a great deal of interest in? 

Dr. Youreu. If the ratio were increased ? 

Mr. Witson. Yes. 

Dr. Youven. 1 think it would have a profound effect on the doctor- 
draft requirements. 

Mr. Wison. In other words, your feeling is that the two bills are 
pretty much interrelated, then, and any attempt at increasing the 

fedical Corps strength would have its effect in eventually calling for 
an increase in the number of doctors under the doctor draft ? 

Dr. Youru. Yes, sir. 

Mr. Rivers. Of course—if the gentleman will yield—if we did not 
have the doctors’ draft we would not get any percentage. 
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Dr. Your. Yes, sir. 

Mr. Rivers. In certain areas? 

Dr. Your.. Certainly. 

Mr. Rivers. In certain areas. 

Dr. Your... Certainly. 

Mr. Rivers. We have to have the draft though. You recognize that, 
don’t you? 

Dr. Youru. Yes, sir. 

Mr. Rivers. As much as I don’t like it. 

Dr. Yourn. That is right. 

Mr. Kixpay. Mr. Nelson? 

Mr. Netson. Doctor, what did your survey reveal with regard to 
hospital beds? Are there plenty available in the civilian hospitals? 

Dr. Yourt. Could Dr. Rumsey answer that question ? 

I think he is a little more conversant on it than myself. 

Mr. Netson. Yes. 

Mr. Kizpay. Go ahead, Dr. Rumsey. 

Dr. Rumsry. There are approximately 566 patients admitted to the 
various service facilities in San Diego County per month. Our survey 
indicated as of a year ago that our hospitals could handle an addi- 
tional 2,300 patients per month, which is over 4 times what the service 
facilities were handling at that time. 

i think that bears eloquent proof that our facilities on that score are 
available; as we mentioned in our testimony, the hospitals in San Diego 
could take an additional 1,600 plus, difference per month, whereas of 
1954 the average for that year in the service facilities was 614 a month. 

That is approximately 214 times what the service facilities were 
handling, the civilian facilities. 

Mr. Netson. Doctor, we have had testimony before this committee 
before by the head, I believe, of the Bureau of Personnel of the Navy, 
indicating that it is necessary that naval doctors treat dependents in 
order that they remain well-rounded doctors trained in all sorts of 
diseases and all sorts of operations. 

As I understand the iieoer that you would have this committee 
adopt, it is that more and more the armed services should put the care 
of dependents in the hands of civilian doctors and civilian personnel, 
and that more and more the doctors in the services should concentrate 
on medicine related to their primary mission, which is the treatment of 
war injuries, is that right? 

Dr. Youre. Yes, sir; except that we believe that if the doctors in the 
Armed Forces feel that they need some added patients that are de- 
pendents in order to implement their program and make them better 
doctors, we do not advocate that they should not have an opportunity 
to do so. 

Mr. Netson. Then, your thesis is that we draw the line right here 
and now and encourage more and more care of dependents by civilian 
physicians and see how the system works out. 

Dr. Yourn. Yes, sir. 

Mr. Kupay. Did you want to add something, Dr. Walsh ? 

Dr. WatsH. Yes, Mr. Kilday. 

I think two things I would like to add here pertaining to these ques- 
tions. 

One: In regard to the San Diego area, I think that Dr. Youel 
forgot to point out that actually they have had doctors leaving that 
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area because there are not enough patients for them to take care 
of out there. 

So that actually it is not a question of them not being available. 
The facility available thing is always quite a problem, because if the 
military expands facilities and absorbs patients—and in many ares 
they may do emergency treatment and so on on employees in the hos- 
pitals and one thing or another—well, it always cuts down the po- 
tential available patient load for the doctors in the community and 
the doctors of course will always go where they are needed. 

In other words, history has always shown that doctors follow the 
dictates of the needs of the community. They do not dictate to the 
community. And when you have a community burdened with medical 
military physicians or you have captive patients, as it were, who eco- 
nomically are forced to go to military hospitals, they will not seek 
private care because the bulk of them are lower ranking patients who 
have no funds and they can’t afford private care without insurance. 

And this of course might mitigate against many of these areas 
holding more doctors than they already hold. 

And the other comment I want to make in regard to Mr. Nelson’s 
question was that in regard to the service requiring some dependents, 
it has been our thought that actually you are not going to close down 
medical military centers at all. 

What is going to happen with a dependent here, say in Washington, 
who is faced with the fact of being hospitalized at possibly a hospital 
30 years old or choosing to go to Bethesda or Walter Reed. 

We feel that an insurance program will actually increase the 
quality of military medicine in that regard. 

We are opposed to its expansion. But we feel that if they have to 
actually in effect compete on a professional basis, leaving out the 
cost, for these patients, that they will give better care. 

They will have more concern for treating all dependents that they 
can get their hands on. 

And we still feel of course that the bulk of patients will seek pri- 
vate care. But we are perfectly willing to let them have free choice 
and let the military provide better care to attract the patient. 

Mr. Nerson. You think that is true, even though the services’ phy- 
sician has the initial benefit in this competition at Bethesda and Wal- 
ter Reed ? 

Dr. Watsu. I do. I honestly think so. Because under existing 
problems you have now, for example, where the serviceman does not 
get a house call and that type of thing, and actually he is going to 
develop a relationship with the physician who comes to his home. 

Today, unless he is critically ill, he has to go to the dispensary. 
And those who are—even in this weather who may be running just 
a high fever are reluctant to go out. They want someone to come home, 
sir. 

Mr. Harpy. Can you get that ? 

Dr. WatsH. You can. 

Mr. Harpy. Youcan? 

Dr. Watsn. Yes, sir. 

Mr. Harpy. It is mighty hard to get it around here. 

Dr. Watsu. Maybe you do not call the right people. [Laughter.] 

Mr. Rivers. Doctor, you say that probably vill be the tendency ? 
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Dr. Watsn. Probably will be what, sir? 

Mr. Rivers. Probably the way the draft will go. 

Dr. Watsu. Yes. I think the services can satisfactorily compete, 
but the important point is that the dependent will benefit on both 
sides. 

Mr. Rivers. But you recognize that if we do not have this rounded 
service ¢ 

Dr. Wausu. Oh, absolutely. 

Mr. Rivers. You will probably have no career men in the services 
because they will quit. You will just have to draft every single, 
solitary one of them. 

Dr. Watsu. Aboslutely. This, Mr. Rivers, is correct. But where 
you can cut down dependent care, is you could cut down a lot of out- 
patient work, a lot of outlying dispensary work, and in that way you 
will free many medical officers for doing and becoming expert in 
what they are supposed to do. 

An aircraft carrier, for example, with 3,800 men, should not be 
going to sea short of doctors as long as there are doctors in uniform, 
and these doctors should be excused and not have to stay at Pensacola 
to watch dependents. 

Mr. River. Of course, I had the other experience, in my town of 
Charleston, where we have the headquarters of the Atlantic Mine 
Fleet. We have had the case—and I know of this—where physicians 
got off one of those Atlantic Mine Fleets ships when it came from 6 
months’ duty in the Mediterranean and went to the naval hospital to 
assist in delivering some babies. 

Dr. Watsu. Well, that is right. 

Mr. Rivers. There is a shortage there, sir. 

Dr. Watsu. That is right. 

But I think that patient load would be lessened by the ability for 
them to go outside. 

Mr. Rivers. I can’t question that. And I want to tell you this: I 
want you to know my feelings. I think you have made a sincere ef- 
fort to give us a contribution as you did in the other bill. 

And I am glad you came. 

Mr. Kinpay. Mr. Bates. 

Mr. Bares. Mr. Chairman, I think Dr. Youel made a splendid 
statement here. I see that he feels we should do something to deter 
the abuses that might come about in some sort of an insurance pro- 
gram, along the lines of some deductible program. 

You mentioned that around 13 to 15 percent is the area in which 
they make a determination whether they are going to pay for it or 
whether to go to a service hospital. 

You believe it is absolutely necessary, then, in a program of this 
nature, to incorporate some percentage or dollar figure, into some sort 
of a program like this? 

Dr. Yourt. I feel that it may be very important. 

I also feel that as time goes on we will find out just how important 
that is. ' 

We just do not have enough experience in all the ramifications of 
health insurance to be sure just where that line is and how much it 
will help and how much is necessary. 

Mr. Bates. You believe we should have some figure? 

Dr. WatsH. Yes. 
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Mr. Bares. Ten percent or 15 percent, something in that area? 

Dr. Yourx. At the end of where the service is rendered, and not in 
the area of copremium. I mean sharing the inn ton is nothing to 
deter abuse, because they have already paid for it and it may even 
increase the abuse because they say, “I have paid for it and now I want 
it.” 

But if they have to share in the cost per service, there are some serv- 
ices that they have not any control over and so it does not matter, such 
as acute surgical conditions, fractures, pregnancies, and conditions of 
that nature. 

Therefore, the cost participation in those, if you want to, could be 
low or absent. But in things like how long they stay in the hospital, 
X-rays, laboratory fees, physical therapy, it may be real important. 

Mr. Bares. You don’t believe that will cause too much bookkeeping 
for the doctors? 

Dr. Yovern. No, sir. 

Mr. Kitpay. Well, on that point, on the contrary I think—when we 
get to the insurance people on the question of rates, we are likely to 

nd that that is going to be determined. 

In other words, if we would have, say, a $25 deductible on the hos- 
pitalization—maybe, I do not know yet, but I think we will find we 
can buy a tremendous amount of insurance coverage for the cost of 
the administration on billing for and enrolling and collecting, as to 
the individual who has to join up. 

I think there is another thing that we should kear in mind. Each 
of the services has a relief society. Each of them does have fine work. 
I doubt we will find very many instances in which a dependent who 
must have some help does not get it. And of course we know that upon 
individual posts and stations they constantly take up collections for 
the porn who has had a run of hard luck and somebody in the family 

ets sick. 
. They take care of their own. And if you had a reasonable amount 
of deductible figures, it would greatly relieve the load carried by those 
relief associations and also the individual personnel who contribute to 
those things. 

Dr. Your. I believe that the only compensation to the people en- 
joying Navy relief when they need it are dependents that may be 
living away from military bases and don’t know about it. 

Mr. Kivpay. Well, that is right. 

Mr. Barres. And most of them are reimbursable, too. 

Dr. Yourt. Yes, sir. 

Mr. Rivers. That is right. 

Mr. Kitpay. Further questions by members of the committee? 

(No response. ) 

Mr. Kinpay. Mr. Blandford. 

Mr. Buianprorp. May I ask you, Doctor, if the National Medica 
Veterans Society would continue to endorse a program of this nature 
if the facts and figures were to eventually disclose that the bill in its 
initial stages and in its implementation, until an experience level of 
some type was obtained, were to be confined to inpatient care only 
ratiiat than attempt to go into all of the ramifications of out patient 
care? 

Would you still support this legislation ? 
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Dr. YouEu. Yes; we believe that it should be started out cautiously 
and explored. In fact the coverage of inpatient care initially is what 
we would urge. There is more available insurance and physician 
experience in this field than if you start out with your major costs 
first and then explore your lesser fields. 

Mr. Bianprorp. You are aware of the fact that half of the medical 
costs in the United States are hospital costs borne by 10 percent of 
the population. 

Dr. Yourn. Yes, sir. 

Mr. Rivers. Of course it has gotten so now that a poor family can’t 
afford hospitalization, nationwide. 

They just can’t afford to get sick. 

Mr. Kitpay. Doctor Youel, what percentage of the physicians in 
your area would be willing to participate in a Blue Cross-Blue Shield 
type of service policy ? 

Dr. Youeu. I thought I had the exact number here. But it is over 
90 percent of the people who said they would prefer to take care of 
dependents in their offices and in their own hospitals—over 90 percent 
said they would be willing to go along with some sort of a fee schedule 
providing they have something to say about whether it is a reasonable 
fee schedule or not. 

In other words, if they can get in on the negotiations and finally 
agree on it, they will do it. 

Mr. Kitpay. Do 90 percent participate in the Veterans’ Adminis- 
tration hometown medical care program ¢ 

Dr. Youet. I have no figures on that. 

Mr. Kiipay. Dr. Walsh, could you tell us what the situation is in 
the Washington area? 

Dr. Watsu. Well, in Washington I think most of us are partici- 
pants in the Blue Shield-Blue Cross type of plan here. In this area, 
however, the plan has not yet expanded to cover many illnesses. And 
this is the problem of a re oles paar with Blue Shield, which is 
impossible, because Blue Shield actually is a State-by-State group. 
The fees are different. A fee in Washington for an appendectomy 
may be high for what one would get, say, in Alabama or somewhere 
like that. You would have to negotiate on a State-by-State basis. 
And your Blue Shield plan is always first endorsed by your com- 
mittee on medical care and your local medical society who represent 
the participating physicians. No one can sign a contract for the 
doctors other than the doctors themselves. And therefore we will 
participate through our committee on medical care. 

Now, as your hometown care program has found, in only eight 
States do they work with Blue Shield, in 32 States they work inde- 
pendently with the society, and in the balance with other life insur- 
ance companies. Any negotiation through a Blue Shield contract 
would have to be done on a State-by-State basis, and in larger States 
perhaps even on a county-by-county basis. 

Mr. Gavin. At that point may I ask a question, Mr. Chairman? 

Dr. Watsu. That would be the thing. 

Mr. Kinpay. If you have concluded, Doctor; did you have some- 
thing to add? 

Dr. Watsu. No; I think that would be about all. 

And I think other than the fact that—any company, whether it 
be Blue Shield or a commercial carrier, would have to have a con- 
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tract handled virtually in the same way in an area. Because the 
doctors would agree to take, one, either the oe fee, or if 
necessary for the success of the program they will take in many cases 
less than the prevailing fee. But to participate, they have to know 
through their proper committee what they are agreeing todo. 

Mr. Kitpay. Of course the other way around: If the committee 
endorses it, you have practically the whole—— 

Dr. Watsu. That is correct. 

Mr. Kiuzpay. Mr. Gavin. 

Mr. Gavry. If somebody joined the Blue Shield plan, which—I 
think it operates in Pennsylvania, is that right? 

Dr. Watsu. Yes. } 

Mr, Gavry. Then they get in the District of Columbia and they 
get sick while they are in the District of Columbia, are they protected ? 

Dr. Watsu. In most cases, yes. 

Mr. Gavrx. What do you mean “most cases”? Why shouldn’t 
they be protected ? 

Dr. Wausu. Because it is on a reciprocal basis in most States, Mr. 
Gavin, just like many other interstate things. 

Mr. Gavin. In other words, if you subscribe—I don’t know whether 
it is on an annual basis or what it is. 

Dr. Watsu. Yes. 

Mr. Gavin. One from one State can move into another State and 
then their liability ceases, is that right? 

Dr. Wats. No, no, not necessarily. 

Now, supposing in Pennsylvania they pay $9 a day for hospital 
bed and they come here. Well, their premium may be calibrated in 
Pennsylvania on the payment of $9 a day while down here our 
premium may pay $14 a day. 

Mr. Gavin. Well, would they adjust it? Would they be sufficiently 
interested to work out these details or adjust it if necessary ? 

Dr. WausH. Yes, in many cases they are. 

Mr. Gavin. What? 

Dr. WausH. In many cases they are, but this is not 100 percent true. 

Mr. Gavin. Not 100 percent true? 

Dr. Watsu. It is not 100 percent true. 

Mr. Gavin. Don’t you think there should be something done about 
that, that they give more particular attention to that particular phase, 
so if there is some adjustment necessary to make the adjustment, 
rather than let it go on and on and do nothing about it ? 

Dr. Wausu. I think it would be fine if they could do it. 

Mr. Gavin. I don’t know whether they do. I was just citing what 
might possibly happen, and I wanted to know about it. 

Dr. Watsn. You have the problem of various ceilings in different 
States, and all this complicates their ability to adjust. 

Mr. Kitpay. Mr. Nelson. 

Mr. Netson. Mr. Chairman, might I say to the doctors that testified 
that I think their testimony is excellent and I think they made a great 
contribution to our thinking on this bill. 

And may I also add that we are not surprised at the excellence of 
their testimony, because we on this committee have reason to know the 
caliber of men produced in San Diego. 

Dr. Yoveu. Thank you, sir. 
Mr. Kuzpay. Mr. Rivers. 





tic 


of 





Mr. Rivers. Of course, Dr. Walsh, you are from Washington, aren't 
you? 

" Dr. Watsn. Yes, sir. 

Mr. Netson. Of course we are for San Diego, too. [Laughter. | 

Mr. Rivers. And I want to voice the sentiments of Mr. Nelson. | 

But I wanted to ask you this. Do you belong to group hospitaliza- 
tion ? 

Dr. WausH. Yes. 

Mr. Rivers. Were you in Washington in 1956? 

Dr. WatsH. No; I was not here then. 

Mr. Rivers. I recall then—I belonged to it, then. I was a Govern- 
ment employee. I had occasion for my wife to have some hospitaliza- 
tion down in Charleston, and they paid the whole bill, without any 
question. And I was very glad when I saw that Group Hospitaliza- 
tion extended to Capitol Hill, at which time I joined it. And 1 wonder 
if we couldn’t—and it was only recently that they extended it to 
Congress, very recently, last year. 

I wonder if we couldn’t figure some sort of a thing that would give 
these people the coverage like Group Hospitalization. Because that is 
better than Blue Shield and Blue Cross. 

Dr. Watsu. That is right. 1 think Group Hospitalization—— 

Mr. Rivers. What is that? 

Dr. Watsu. Group Hospitalization is much more mature. It has 
been in existence longer. They have gotten an awful lot of bugs out 
of it. 

Mr. Rivers. Yes, sir. I recall then the medical associations didn’t 
go along with it. Do you remember that? 

Dr. Watsn. I don’t think I recall that. 

Mr. Rivers. It has certainly been a fine outfit. And if we could get 
something like that, that would be a great asset in implementing this 
thing about which you speak. 

Dr. Rumsry. Mr. Rivers. 

Mr. Rivers. Yes, 

Dr. Rumsey. I just wanted to state that as the insurance plans have 
matured, so has the thinking among doctors on this subject. 

Mr. Rivers. Yes; I think so. 

Dr. Rumsry. We have tried to analyze this and we have found that 
our thinking has changed profoundly on this in the past few years. 

Mr. Rivers. Yes. 

Dr. Rumsey. We are convinced that this represents the best way 
of bringing the best type of medical care to the greatest number of 
people. 

Mr. Rivers. I think that was indicated yesterday when the AMA 
testified. They have changed to a great degree. And they closed 
with this, and I think they ought to be given some credit for it. I 
remember when they came up they didn’t get in a word edgewise. We 
lambasted them and said goodby. 'They changed a little. They said, 
“Despite the fact we can’t go along completely, we pledge you our 
support in whatever program you pass,” which I thought was quite 
a coricession for the AMA. And 1 think you all have made a fine 
contribution. 

Dr. Yount. Thank you, sir. 

_ Mr. Kitpay. We want to thank all three of you gentlemen for eom- 
ing. You have been most helpful to the committee. 
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Dr. Yourn. Thank you. 

Mr. Kiztpay. Adm. Harold Houser, of the Retired Officers Associa- 
tion. Come around, Admiral. If you have others with you, they 
may come up at the same time. 

Admiral Houser. I believe not, sir. 

Mr. Kizpay. Admiral, we are glad to see you here again, even if you 
are in civilian clothes. 

Admiral Houser. Thank you, sir. It is a great pleasure to be here, 
Mr. Chairman. 

Mr. Rivers. It is the first time the committee has heard from Dr. 
Houser for a long time. 

Admiral Housrr. That has been my misfortune, Mr. Rivers. 

For the purpose of the record, I am Rear Adm. Harold A. Houser, 
United States Navy, retired. 

Mr. Kitpay. Just a little louder, please. 

Admiral Houser. I am representing the Retired Officers Associa- 
tion. 

Mr. Chairman and members of the committee: The Retired Officers 
Association is grateful for the opportunity to appear here today on 
the question of medical care for dependents of the armed services. 
The association is keenly aware of the concern of the Congress as to 
this matter and also of the interest of the individual serviceman. The 
attractiveness of military service in peacetime is to a great extent 
— upon the solution of this problem. 

he provision in this bill relating to an insurance plan is not avail- 
able to the dependents of retired personnel. This omission causes 
our association the greatest concern. 

It is realized, of course, that the economic aspect of this important 
matter should receive appropriate consideration. However, no mat- 
ter what form the improvements in the dependents’ medical care pro- 
gram may take, we lait that they should be made equally applicable 
to the dependents of active duty and retired personnel. The adverse 
effect upon the morale of service personnel, generally, which would 
flow from a deviation from this historic policy should be readily 
—s. 

‘he President, in his recent state of the Union message made ref- 
erence to the fact that men remain the most important element in our 
national defense notwithstanding the advances in the materiel field. 
This statement, together with his renewed request for legislation to 
provide proper medical care for military dependents, stresses the neces- 
sity for using this measure to improve service morale. 

Dependents of both active and retired servicemen have been re- 
ceiving medical care with the implied or expressed consent of Congress 
since the earliest days of our Nation. Traditionally, such care for de- 
pendents has been understood by servicemen, by the public and by 

revious Congresses as an emolument of service and as an additional 
incentive to service that tends to offset the generally lower scale of pay 
given servicemen when compared with those in civilian life. Every 
active career serviceman or woman naturally looks forward to the day 
when each may become a retired person. 

The Retired Officers Association is convinced, therefore, that the 
disparity in the proposed treatment between the dependents of active 
duty and retired personnel would militate against service attractive- 
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ness and thus not be in the interest of a strong national defense which 
is so essential in these troubled times. 

Our association wishes to record its wholehearted endorsement of 
improved medical care for dependents, but urges that medical care be 
provided equally for dependents of retired personnel as well as those 
of active personnel. We feel that the situation calls for both speedy 
and equitable remedial action. 

We shall now endeavor to present views as to a few of the specific 
items and ideas set forth in the bill. 

Title I of this bill, in stating the purpose of the measure, uses the 
word “improved” in describing the program of medical care proposed 
for dependents. Former proposals have used the word, “uniform” 
where “improved” now appears. It is to be hoped that this bill, when 
enacted, will provide an improved program of medical care for de- 
pendents and also a uniform program for dependents of both retired 
and active servicemen. 

Section 102 of this bill authorizes medical care for dependents of 
members of the Armed Forces— 

(a) in military medical facilities subject to the availability of space, facilities, 
and capabilities of the medical staff; and (b) through an insurance plan as pro- 
vided by section 104 of this act. 

However, section 104 excludes dependents of retired persons from the 
insurance plan. 

It is understood that the Department of Defense has found that 
approximately 40 percent of the dependents of active-duty personnel 
ure not presently stationed where they can avail themselves of medical 
treatment at military facilities. We do not have similar statistics 
with respect to the dependents of the retired personnel. 

We do believe, however, that the percentage of such dependents who 
find that they cannot avail themselves of medical care in military hos- 
pitals is considerably greater than is found in the case of dependents 
of active-duty personnel. It follows that the need for making the 
insurance feature of this bill applicable to the dependents of retired 
personnel is quite evident. 

Such persons, no matter how great their need for medical care, often 
cannot afford to obtain such service at distant military medical facili- 
ties. For that very reason it would seem necessary to provide medical 
service for dependents of retired persons by making available to them 
the provision of the insurance plan proposed in the bill. 

The association earnestly recommends that the bill be amended to 
provide medical services for the dependents of military personnel 
without distinguishing between those of active duty and retired per- 
sonnel. Specifically, this could be accomplished, in part, by the sub- 
stitution for the words “active duty personnel” on line 15, page 2, the 
words “members of the Armed Forces.” 

The association now wishes to invite the attention of the committee 
to retired officers known as title II, Public Law 810, 80th Congress 
retirees. There are several thousand of such retirees—all nonregu- 
lars—who, under certain prescribed conditions, are retired upon reach- 
ing 60 years of age. These officers constitute the career Reserve group. 

It is the view of the Retired Officers Association, expressed in a for- 
mal resolution adopted at its last convention, that reserves retired 
under title III, Public Law 810, 80th Congress, now excluded from 
medical-care privileges, should obtain equality of treatment in this 
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respect with retired members of all of the armed services. At present 
the Army and Air Force exclude retired reserves and their dependents 
from medical care whereas the Navy and Marine Corps furnish such 
service to both the retired reserves and their dependents. 

Both the Moulton and Strauss Committees recommended that the 
Army and Air Force retired reservists be given comparable hospital 
and medical benefits. If medical care is to be provided to this group, 
their dependents should also be furnished such service. 

The Retired Officers Association now comes to another important 
recommendation as to this or any bill relating to medical care for 
dependents of the armed services personnel. 

It is our firm belief that the introduction of the insurance plan on 
a contributory cost basis whereby service personnel must pay even a 
part of the cost of such service would result in a major loss of service 
attractiveness. 

This feature of the bill, H. R. 7994, will undo to a certain extent the 
very thing that it was the hope of the Congress to accomplish with 
the increases in pay under the Career Incentive Act of 1955. The med- 
ical dependent care cost to be paid by the serviceman amounts to a 
reduction of his pay, no matter how small that may be. Conse- 
quently, the Government is likely to attain its results of a seemingly 
lessened cost, at the expense of bringing about what will be lowered 
morale of the very servicemen upon whom dependence must be put. 

Not only will service attractiveness be lowered and a cost placed 
upon the serviceman amounting to a reduction in his pay, but it is 
possible that the administrative burdens of collecting the monthly 
insurance premiums and handling all of the many details in connec- 
titon therewith may set up an inordinately large overhead that will 
exceed the monetary eunbiibabiond. 

It is believed that some such result came from the insurance systems 
set up in World War I and World War II which caused such diffi- 
culties that it was concluded that the free $10,000 indemnity coverage 
for each serviceman was not only preferable from the administrative 
standpoint but was actually cheaper than the contributory insurance. 

It is the conviction of the Retired Officers Association that the rea- 
sons heretofore stated, namely, loss of service attractiveness, reduc- 
tion of pay, and probably large overhead costs, are one and all suffi- 
cient justification for recommending that the bill be now revised to 
eliminate the cost feature of the insurance plan to any serviceman, ac- 
tive or retired. 

Mr. Chairman, at this point I would like to insert a sentence which 
is not in my prepared statement. And that is: 

It is desired to emphasize, however, that a decision by the committee 
to retain the contributory feature would not alter our strong recom- 
mendation that the dependents of retired personnel be included on 
the proposed insurance plan. 

Mr. Rivers. Even though it is contributory ? 

Admiral Houser. Yes, sir; even though it should be the decision 
of Congress in its wisdom to provide for that. 

In general the Retired Officers Association considers the other 
provisions of the proposal have merit as definitely defining the types 
of medical care to be provided; the limitations as to treatment; and 
the extent of dental care to be afforded, although liberalization of 
dental care might deserve attention by the committee. 


% 
f 





Ps EL IL BIS SO rs 





) 
2 
Zz 
e 
f 








NS RI OPIN TIN 


feats ea 


oc Saal 


eg. 





its 
dit 
the 


thi 
Sv 
se’ 


th 


it 


fo 


we 





5647 


Any liberalization as to the benefits accorded, that the Congress in 
its wisdom may see fit to provide, will be well in line with the tra- 
ditional medical care furnished to servicemen, active and retired, and 
their dependents. 

The Retired Officers Association has noted with gratification that 
the dependents of members of the Coast Guard, Coast and Geodetic 
Survey, and Public Health Service are included in the pending bill in 
several respects. The association is convinced that this is a step in 
the right direction. 

The Retired Officers Association thanks the committee for afford- 
it the opportunity to present its views here today. 

‘Mr. Kinpay. Thank you, Admiral. 

I am going to ask you to suspend for a moment. I understand that 
Mr. Strauss of the State Department is present. 

Mr. Strauss. 

Mr. Strauss is here this morning as the escort officer and interpreter 
for members of the Lower House of the German Parliament, and I 
would like to intoduce them to the committee at this time if they will 
please stand. 

Mr. Strauss. Mr. Mellies. Mr. Pohlen. Mr. Schmidt. Mr. Luesing. 
[ Applause. | 

ornate we are glad to have you with us this morning to see 
something about how we operate in a system of government compar- 
able to your own. We bid you welcome here. We hope you will 
stay as long as it seems to be interesting. 

Thank you, Mr. Strauss. 

Mr. Srravss. Thank you. 

Mr. Kivpay. Are there any questions of Admiral Houser? 

Mr. Arenps. I have one question. 

Mr. Kiwpay. Mr. Arends. 

Mr. Arenps. Admiral, you state on page 2 that dependents of both 
active and retired servicemen have been receiving medical care with 
the implied or express consent of Congress since the earliest days of 
our Nation. 

Would you say, then, the omission of the provision you would like 
to see in the bill is a departure from past practices ? 

Admiral Houser. It would be a departure in this respect, Mr. 
Arends, that whatever benefits have been accorded in the past to the 
dependents of active-duty personnel have been similarly accorded to 
dependents of retired personnel. 

Mr. Arenps. That is all. 

Mr. Netson. Mr. Chairman 

Mr. Rivers. Mr. Chairman, I would like to say the admiral nas 
made a fine statement. I think the committee is very fortunate in 
having heard it. 

Admiral Houser. Thank you. 

Mr. Kinpay. Mr. Nelson. 

Mr. Netson. Admiral, would you have accorded this care to de- 
pendents of retired personnel regardless of how much the retired 
personnel were earning ? 

Admiral Houser. Mr. Nelson, I don’t believe I heard that, sir. 

Mr. Netson. Would you accord care to dependents of retired per- 
sonnel regardless of how much a retired individual might be earning? 
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Admiral Houser. You mean outside of his retired compensation, 
Mr. Nelson ? 

Mr. Netson. That is right. 

Admiral Houser. Yes, Mr. Nelson. But, frankly I have not, and 
don’t believe the association has given any thought to that specific 
question. 

Mr. Netson. Well, I mean if a man retires from the Army and be- 
comes director of the Ford Foundation or the Mellon Institute or 
something and is drawing the full salary, he doesn’t need that, does 
he? 

Admiral Houser. I would say there are occasions where payment 
by the individual would not result in any hardship. 

Mr. Rivers. I disagree with my colleague there. You either earn 
this by your service to your country or you don’t. 

Mr. Kitpay. In this connection, Admiral, I think we sometimes 
tend to lose sight of the fact that retired personnel are still members 
of the military service. 

Mr. Arenps. That is right. 

Mr. Kitpay. Their status is changing only. 

Mr. Rivers. That is right. 

Mr. Kixpay. They move from active-duty status to retired status. 
We have always recognized that. They are subject to recall. And 
in connection with pay legislation, thus far anyway, we have main- 
tained that. 

Admiral Houser. Mr. Chairman, might I say that the dual-com- 
pensation statute is certainly just to the point you just made, I 
think. 

Mr. Kitpay. Of course there are liquidations contained in the Dual 
Compensation Act. 

Are there any other questions ¢ 

Mr. Murer. Admiral, for everyone of these retired officers who 
gets one of these lush jobs, there are 25 retired officers or enlisted 
men who struggle along with their retirement pay; isn’t that true? 

Admiral Houser. I would think that would be a conservative state- 
ment, sir. 

Mr. Mitter. I would say it is conservative. There might be 1 or 2 
Douglas MacArthurs and Ben Moreells and several others, but the 
average of them have a hard time getting supplementary employment. 

Amiral Hovussr. It would be so isolated—it would be just an iso- 
lated instance. I don’t think that should be the controlling princi- 
ple governing the committee in its consideration of this bill, sir. 

Mr. Miter. I want to compliment you, sir, for stressing the fact 
that the morale factor on which we base a lot of this still carries over 
that mythical line when a man ceases to be on active duty, and as the 
chairman says, and still as a member of the Armed Forces moves into 
the inactive or retired stage, and there is the time that quite fre- 
y eng d he needs medical attention, as he gets older, more than he 

oes as a young man when he is in the service. 

Admiral Houser. I couldn’t agree with you more completely. 

Mr. Kitpay. Thank, you, Admiral. 

Mr. Bares. Mr. Chairman. 

Mr. Kiupay. Mr. Bates. 

Mr. Bares. Admiral, have you polled your members at all in re- 
spect to this bill? 
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Admiral Houser. We have not, sir. But I will say this, Mr. Bates: 
We have had voluminous correspondence with our membership, so 
we think we reflect their views in the statement which has been made 
here today. 

Mr. Bates. Can you give us any idea of the percentage you might 
think that would adopt this particular program? You say the 
majority of them would ? 

Admiral Houser. That would be my opinion, sir. 

Mr. Kixpay. Mr. Blandford. 

Mr. BuanpForp. Admiral, there is only one part of your testimony 
that bothers me and I might preface this by saying that some day I 
hope to live to be 60 and retire under the Reserve Retirement Act. So 
what I am about to say may not be in my best interests. 

Admiral Hovusrr. Yes, sir. 

Mr. Buianprorp. But I am a little worried and I am going to dis- 
cuss the same thing I hope with Colonel Boyer, that if by statute 
we extend the benefits of dependent care to reservists retired under 
title III, that we could logically expect the Reserves retired under 
title III to be treated in all respects as retired personnel of the armed 
services. 

No; that bothers me because that might then eventually make them 
subject to the dual-employment statute and the Dual Compensation 
Act, if we ever reach that point. 

In other words, I personally feel that we must be careful in anything 
we do for the Reserves retired under title III, that we don’t end up 
by trying to give them a benefit on the one hand which will lead to 
the elimination of certain benefits that they now enjoy. 

Admiral Houser. That is true. 

Mr. Bianprorp. Has your association given any thought to that 
possibility? You see my point? You have a lot of people that are 
drawing $60, $70 a month retired pay. 

Admiral Houser. Yes. 

Mr. Buanprorp. And you want them to be considered eligible for 
dependent medical care under this bill in all respects. 

Admiral Hovsrr. Yes. 

Mr. Bianprorp. Now, wouldn’t the next logical step be to say all 
right, if we are going to let them be considered as dependents and 
retired personnel in all respects then let’s let all the laws that are 
applicable to retired personnel apply to them, including those that 
limit their pay, including those that limit the type of employment 
they may go into, and everything else. 

That is the only concern I have, that you might be doing a disservice 
to those people. 

Admiral Hovusrr. Mr. Blandford, there is possibly that inherent 
hazard, as you have indicated here, but we have not weighed the ad- 
vantages and disadvantages and come to a final conclusion on the 
matter. 

Mr. Rivers. Of course, Mr. Chairman, we could put “Any laws or 
parts of laws inconsistent herewith are repealed to the point of such 
inconsistency.” 

Mr. Buanprorp. That wouldn’t be necessary at this point, Mr. 
Rivers. I am only thinking of the future activities of a future Con- 
gress when they look at the laws and they say, “Well now, here we 
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are giving them all of these benefits as retired officers, Sg not treat 
them as retired officers in all respects, and then impose the limitations 
that are now in existence with regard to retired officers” ¢ 

Mr. Kizpay. Your suggestions will receive our careful consideration 
in connection with the writing of the bill, Admiral. 

We thank ou for coming here and giving us your statement. 

Admiral Houser. Thank you very much, Mr. Chairman. 

Mr. Kitpay. Co!. C. M. Boyer, of the Reserve Officers Association. 

Come around, Colonel Boyer. Have a seat and give us your state- 
ment. 

Colonel Borzr. Thank you. 

Mr. Gavin. Mr. Chairman. 

Mr. Kizpay. Mr. Gavin. 

Mr. Gavin. Before the gentleman proceeds, I want to call attention 
of the committee that our very good and able friend, Count Boyer, 
who has appeared before the committee on many occasions over a 
long period of years, is to retire, I understand, in the near future. 
And I want to take this opportunity to commend you for a very fine 
record and a very fine performance that you have turned in over the 
years on behalf of the Reserve Officers Association. And I wish for 
you good health and happiness and all the good things in life over 
the years ahead. 

Mr. Kitpay. We all concur in that, Colonel. 

Colonel Borer. Thank you. 

Mr. Kizpay. I am sure the fact that you will no longer be active 
will not keep you away from us. We will still see you. 

Colonel Boyrr. Thank you very much. 

Mr. Kirpay. Go ahead with your statement. 

Colonel Boyer. First I will digress from my statement and say it 
is not the number of years you lived but how you lived them. So 
I think the time has come that I ought to get out from under this 
pressure and in a few months I will retire. 

Mr. Chairman, I got a little bit of a sore throat this mornimg, so I 
hope I enunciate clearly. 

Mr. Kitpay. We will try to keep a little quiet up here so we can 
hear you. 

Let us have order. 

Colonel Boyer. I am C. M. Boyer, the executive director of the 
Reserve Officers Association. 

We are appreciative, as always, of the courtesy of the committee in 
permitting us to testify on H. R. 7994. 

The Reserve Officers Association of the United States recognizes in 
H. R. 7994, Armed Forces Dependent’s Medical Care Act of 1956, an 
effective and constructive approach to provide important and continu- 
ing inducements to both Regular and Reserve members of our Armed 

orees. 

The ROA feels that these inducements must include all personnel 
with current active-duty responsibility and sustained future Reserve 
obligations for national defense. All of these individuals are entitled 
to improved care for medical care for dependents as part of a sound 
public policy to create and maintain the high morale essential in all 
members with specific responsibility to the Armed Forces. 

There are a few minor changes the ROA would offer or suggest: 
(a) In the definition of the term “member of the Armed Forces,” 
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the necessity or requirement that. members of the Reserve components 
be ordered to, or have entered on, extended active duty for periods in 
excess of 90 days appears inconsistent with the intent and purpose of 
this act. Emergency necessity for the care of Reserve members’ de- 
pendents while those members are on extended active duty will not 
be controlled by the arbitrary established period of 90 days. Further- 
more, persons ordered to active duty for training in excess of 30 days 
should also be covered. It is the recommendation of the ROA that the 
bill be amended—on page 7, line 2, delete all the language in the sub- 
section following the words “active duty” and substitute in lieu thereof 
“or for periods of active duty for training in excess of 30 days.” 

These changes will materially strengthen and sustain the stated 
declaration of Congress found in title I, section 101. 

(6) The intent and purpose of title Lil of the Army and Air Force 
Vitalization and Retirement Equalization Act of 1948 (Public Law 
810) is to stimulate the constructive participation and service of mem- 
bers of the Reserve components in consistent effective support of the 
Reserve Forces Act of 1955. To deny them the incentive extended to 
Regulars by this proposed legislation establishes a form of discrim- 
ination against such reservists. It will result in lowered morale of 
those members of the Reserve components who must contribute zeal- 
ously and unselfishly to national defense over a minimum period of 20 
satisfactory Federal service years in order to qualify. Most persons 
who qualify serve many more years. 

(c) It should also be pointed out that under existing law medical 
care is not given to the individal who retired under title III, Public 
Law 810. This has long been a matter of strong objection by the 
association. We reiterate our belief that those retired under title 
III, Public Law 810 and their dependents should be given the same 
type of medical care as is given other retired military personnel. 

The Reserve Officers Association in its convention at Boston in 
1955, representing as it does over 62,000 Reserve officer members, em- 
phasized by resolution, their belief and conviction that those officers 
retired under title III of Public Law 810 should be eligible for the 
same medical care for dependents as members of the Armed Forces 
of the United States who are retired under other laws. 

(d) Section 105 (b) (1) (B) neglects total consideration for the 
unmarried legitimate children of members of the Armed Forces over 
21 years of age who are in fact dependent on the member for over 
one-half of their support. 

This portion of section 105 apparently intended to include those 
dependents. As written, the proposed legislation seems to relate 
specifically to unmarried dependent children over 21 years of age who 
are incapable of self-support because of being mentally or physi- 
cally incapacitated. By the inclusion of this suggested wording 
“unmarried dependent children over 21 years of age who are in fact 
dependent on the member for over one-half of their support,” this 
section of the proposed legislation would be materially strengthened. 
Members of the Armed Forces would quickly recognize the sound 
public policy of providing medical care for their dependents over 
21 years of age which will normally consist of the dependents for 
whom members of the Armed Forces are providing the essential 
higher educational programs required of today’s youth. 
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(e) It is noted that the provision to supply an insurance plan to 
dependents does not cover dependents of personnel already retired. 
The association supports strongly the concept of some type of cover- 
age by civilian doctors and hospitals to augment the marked deficient 
medical facilities of the Armed Forces. However, it believes that 
the ability to secure such medical service should be extended to cover 
persons on the retired rolls. Certainly it has long been recognized 
that medical care for dependents is a part of the emoluments of a 
member of the Armed Forces. This bill carefully protects the exist- 
ing rights of medical care for the dependents of personnel on the 
retired rolls, but sets up a difference between the type of care given 
them and those on the active rolls. This does not seem logical or 
consistent with the overall purposes of this bill. 

It is therefore recommended that the insurance plan be extended 
to cover the dependents of personnel on the retired rolls. With the 
suggested changes in the bill, the Reserve Officers Association of the 
United States wish to be recorded as being in full accord with the 
bill and its constructive influence for improved national defense. 

Thank you for having had the opportunity to present our views 
on this important piece of legislation. 

Mr. Kiupay. Thank you, Colonel Boyer. 

Are there questions by members of the committee? 

Mr. Bares. Mr. Chairman. 

Mr. Kitpay. Mr. Bates. 

Mr. Bares. Mr. Chairman, have there been any computations made 
concerning the added cost of including the retired personnel ? 

Colonel Borrr. Well, I—we haven’t made any, because we didn’t 
have the opportunity to do so. 

If they come under the insurance plan, they will contribute their 
eee So that cost could be easily figured by the armed services them- 
selves, 

ms Bares. Well, the counsel indicates that some study has been 
made. 

Mr. Branprorp. Yes. 

ar. Bares. Could you give the committee the benefit of those fig- 
ures / 

Mr. Kirpay. Let me suggest—we are going to get into the cost, 
beginning tomorrow. 

Mr. Bares. They are readily available, Mr. Chairman. 

Mr. Brianprorp. It depends on many factors, Mr. Bates, as to 
whether you want to count retired personnel, the dependents of re- 
tired personnel, the dependents of deceased personnel. It is a round 
figure, of approximately 400,000 addition, something in that neigh- 
borhood, four or five hundred thousand. And of course then you 
get into the question of the actuarial soundness, because you get into 
a question of age. And that will all be discussed with you by the in- 
surance companies. Because as your people will go over the age of 
45, the cost of hospitalization increases correspondingly. 

Mr. Rivers. You just want to be fed with the same spoon as every- 
body else? 

Colonel Borer. Yes, sir. 

Mr. Kitpay. We will get that information from the witnesses begin- 
ning tomorrow. 

Anything further from Colonel Boyer? 
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Mr. Bennett. Mr. Chairman. 
Mr. Kiztpay. Mr. Bennett. 
Mr. Bennett. In section (d) I notice you would suggest that people 
over 21 be taken care of if they have one-half support criteria avail- 
able. I was wondering if you would want to put any sort of an age 
limit on that. Because you realize if we just open it up to everybody, 
a person could be 75 years old and still be a dependent on somebody 
else and college and education would have nothing to do with it. 

Colonel Borer. The main people we were trying to hit at were 
those in college because the average youngster is not through college 
at age 18 and therefore for 2 or 3 years after 18 he is supported by his 
family and they have that cost of supporting him. 

Mr. Bennett. This bill, though, covers people until 21; doesn’t it? 

Colonel Borer. Past 21. Did I use 18? Many of them do not grad- 
uate at the 21st and 22d year. I think 22.5 is the average age of 
graduation. 

Mr. Bennett. The main objective was to cover the college ? 

Colonel Borrr. Yes, sir. 

Mr. Kitpay. Anything further ? 

(No response. ) 

Mr. Kitpay. Thank you Colonel. 

Mr. Bianprorp. May IL ask him a question, Mr. Chairman ? 

Mr. Kizpay. Yes. 

Mr. Buanprorp. To develop two points. 

Of course you realize that under the Career Compensation Act 
we adopted a dependent definition and that the only law today that 
1 know of that allows a man to claim a dependent when he is over 
21 is the Internal Revenue Act. 

Colonel Boyer. Yes, sir. 

Mr. Buanprorp. So this would be a brand new, radical departure 
from the accepted tradition of the armed services in providing that 
anybody over the age of 21 except a person who is mentally or physi- 
cally disqualified could not be nt a dependent. 

Now, the next point, Colonel Boyer, is the concern I expressed to 
Admiral Houser, that in going too far with these benefits for retired 
reservists under title III of Public Law 810, we may be opening up 
a Pandora’s box in the future when somebody decides that if they are 
going to have all of the liabilities, they are going—I mean all of the 
benefits, they are going to impose all the liabilities. 

Have you people given that any consideration ? 

Colonel Borer. Yes; we have. 

First, with reference to medical attention to people retired under 
title IL] of Public Law 810—just the individuals themselves and not 
the dependents. The percentage of reserve retired living in the area 
where there are medical facilities that they can take advantage of is 
not too great. That is No. 1. 

And No. 2, a great many would not take advantage of them. For 
instance, I happen to be retired under title III, and even if it was 
available for me to go out to Walter Reed or other hospitals, I wouldn’t 
take advantage of it. I would rather go to a civilian doctor. 

Mr. Buanprorp. Yes; but wouldn't that be unfair to you, that is, to 
the man who does not take advantage of it, who because of the fact 
that half dozen people did have or did take advantage of it and all 
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were entitled to it, at a later date they finally decided that we are 
going to treat retired personnel the same, right across the board. 

Colonel Boyrr. I wouldn’t feel that way. I think the main thing 
is the opportunity. 

Mr. Bianprorp. Let me put it this way: 

Why should a retired officer under title IIT be entitled to all the 
benefits that apply to retired personnel, but not have any of the lia- 
bilities? 

Colonel Borer. What do you mean ? 

Mr. Bianprorp. What is fair abcut that! 

Colonel Boyer. What do you mean, the liabilities? What liabil- 
ities. 

Mr. Bianprorp. Dual compensation, dual employment. statute, 
title 18 of the United States Code, and many other factors involved. 

Colonel Boyer. Under the court ruling recently on the dual com- 
pensation, he would come under that. 

Mr. Buanprorp. I know, but that is my point. You now have a sit- 
uation where a man who can retired at age 60 can continue to work 
for the Government. I am afraid you might lose it. That is what 
worries me. 

Colonel Boyer. Well, that phase of it of course has not as yet been 
implemented. So we must wait until that is implemented. But leav- 
that out of it, the main thing—the Reserves feel this way: They feel 
they should be treated the same. They make no distinction when we 
go into battle. 

Mr. Buanprorp. No; that is exactly right. You think they should 
be treated the same ? 

Colonel Boyer. That is right. 

Mr. Bianprorp. Then the dual compensation act should apply to 
them and the dual employment statute should apply to them ? 

Colonel Boyer. Well, in our thinking that dual compensation act 
served its purpose back in 1933 when it was put on the statute books. 

Mr. Branprorp. Yes. 

Colonel Borer. It ought to be taken off and shouldn’t apply to any 
retired personnel. 

Mr. Bianprorp. I am quite in accord of course with your thinking. 
But you see what concerns me at least, that if we are going to go this 
far in giving them benefits, then one of these days we are going to 
have to go all the way and say, “Now, we are going to treat you 
exactly the same,” and as a result you no longer can work for the 
Government at age 60 or you can’t, unless you are retired for dis- 
ability, even have a job with the Government. 

You see the thing that I am worried about ? 

Colonel Boyer. That is all right. In other words, we have never 
asked to make any distinction. All we asked is that we be treated 
the same. 

For instance, with reference to the Reserves being under the Fed- 
eral Employees Compensation Act, that was not our 

Mr. BLanpForp. I know that. 





Colonel Borer. So we didn’t ask for that. The regulars said that 
was good enough for us back in the middle thirties. So at that time 
it didn’t amount to much. Today it does. But the point is that I 
think from a morale standpoint that you don’t make a distinction 
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between a man who has served—and to earn reserve retirement is not 
an easy proposition. The first thing: He has to put in 20 years of 
satisfactory service. 

Second, he cannot receive any pay until he reaches age 60. 

Third, he must stay higeiealie qualified for those 20 years. 

So any one of those sires can knock him out. And the percentage 
who qualify is small. But we got to have that percentage to qualify 
in order to keep this Reserve to the strength the three services say 
we must have. 

Mr. Buanprorp. Well, I hope I add to that percentage. 

Colonel Borer. Thank you. I don’t share your fears. I want to 
say this, for the record, that this association—when you people here 
in Congress saw fit to give us a reserve retired law, we made certain 
commitments and we have religiously kept from trying to increase 
the emoluments under 810, because we felt that what you gave us was 
fair and we have stuck with it. 

Mr. Kitpay. Thank you, Colonel Boyer. 

Colonel Boyer. Thank you. 

Mr. Kitpay. Now we will hear from Mr. Charles Lofgren, of the 
Fleet Reserve Association. 

Come around, Mr. Lofgren. 

Do you have a prepared statement, Mr. Lofgren? 

Mr. Loreren. Mr. Chairman and gentlemen, my name is Charley 
Lofgren. I am the national secretary of the Fleet Reserve Associa- 
tion. My address is 522 Rhode Island Avenue NE, here in Wash- 
ington. 

I have no prepared statement and merely wish to offer a few ob- 
servations. 

Mr. Kitpay. Go ahead in your own way, Mr. Lofgren. 

Mr. Lorcren. I am very thankful to the committee for according me 
perhaps a brief 10 minutes to speak on the medicare bill. 

My organization at its convention in San Diego, Calif., in October 
of 1955, had the pleasure of listening to Dr. Berry, the Assistant Sec- 
retary of Defense for Medicine and Hospitals in the Defense Depart- 
ment. That convention was attended by more than 1,000 delegates, 
including members of the ladies’ auxiliary. And his one topic was 
medicare for dependents of armed services personnel. 

May I say that Mr. Wilson was present at our convention and we 
were very happy to have these two distinguished gentlemen on our 
guest list for speakers. 

Mr. Witson. I might add, Mr. Lofgren, that was in 1954. 

Mr. Loreren. 1954? 

Mr. Witson. Right. 

Mr. Lorcren. I guess I got my dates mixed. 

But regardless, Mr. Chairman, I am not a doctor but I do have my 
fingers on the pulses of nearly 50,000 career enlisted men in the Navy 
and Marine Corps who are members of the Fleet Reserve Association. 

Speaking now in behalf of Navy personnel, including Marine Corps 
personnel, I have had the pleasure of participating in legislation af- 
fecting the pay of the armed services. My first experience was in 
connection with the joint service pay act of 1922 when I was detailed 
to assist the counterpart of Admiral Grenfell, although we didn’t call 
it a task force in those days, in presenting the Navy’s arguments in 
behalf of an increase in pay back in 1922. 
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There were several gems in the pay hearings of that year, and it 
gives me a great deal of pleasure to note in the audience this morning 
a gentleman who has been in attendance at all of these sessions, whom 
I consider to have presented an outstanding statement before the Joint 
Service Pay Committee back in 1922, and I am very happy to pa 
tribute now to Vice Adm. Joel T. Boone, United States Navy, retired, 
who recently also retired from the Veterans’ Administration. 

In addition to Admiral Boone’s timely statement in behalf of the 
personnel of the Navy back in 1922—incidentally, Mr. Chairman, that 
was 16 years before you came into the Congress, so I can be considered 
an oldtimer. [Laughter.] 

I have vivid recollection of an outstanding statement made by a 
young enlisted man with about 7 years’ service. He was a torpedoman 
second class. And his remarks on that occasion seemed to be a bit 
pertinent to the hearing this morning. So yesterday afternoon I took 
a trip over to the Congressional Library and I broke out the pa 
hearings on the joint service pay bill of 1922, copying down the perti- 
nent paragraphs I had in mind. 

This young petty officer second class, back in those days, had this to 
say. Before I start quoting the few excerpts I have from his state- 
ment, may I say also that I came into the Navy in 1911, at a time when 
we did have dependents’ hospital care authorized. I was just a young 
fellow. So for a period of 7 years I had no need for dependents’ med- 
ical care, 

Actually, the medical care consisted of dependents applying to 
naval dispensaries and dispensaries also had visiting doctors who 
would make the rounds of members’ homes when their wives or their 
children were ill. 

It was not until 1935, or the middle of the 1930’s, that the Navy 
opened dependents’ wards in its naval hospitals. So in connection 
with the birth of my children, years ago, I never had occasion to use 
naval hospitals for the hospitalization of my wife, in attendance 
during childbirth. 

This statement from the torpedoman second class I think you will 
find most interesting. It reads as follows: 

Atter I came to Washington, my wife had a nervous breakdown. She had 


what they called rheumatic fever. The Navy doctors pulled her out of that 
fine. 

Then she got in the family way. The little boy left his ball on the steps and 
she fell down stairs. It caused her to go to a hospital and have an operation 
performed on her. Then my baby got infected glands of the throat and I called 
in a Navy doctor and he attended her for about a week. And it got worse, 
and he said he could not handle the case, that he would have to put her in 
the hands of an outside specialist. So he called in a Dr. McClennan and he 
took her to the hospital and operated on her. He charged me $5 a visit at the 
hospital and charged me $7 a visit when he came to my house. I had to pay 
that. 

She got over that. Then my baby got a mastoid abscess, caused from the 
operation on these glands. Well, I had to take her to the hospital again. And 
when she got over that, she got the whooping cough. 

I have had 1 year of sickness. The Navy doctors took care of the whooping 
cough all right, and then she got what they call toxic poison from something 
that she ate. I do not know what it was, but she got toxic poison, and the 
Navy doctors—I had three of them there—and they could not find out what 
the trouble was, and so they called in this outside specialist again, because 
my baby laid with a fever of 105 degrees for 4 days. My wife was about crazy. 
So I called in an outside doctor. Then that scared my wife of Navy doctors. 
She wouldn’t have nothing to do with them any more. That’s the whole thing. 
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So when the baby was born, I had an outside doctor, and I got off cheaper 
than I could if I had had a Navy doctor. I would have had to pay the hospital 
bills and the nurses in the hospital. So I took an outside doctor and I got one 
of those old lady nurses and got away cheaper than if I had had a Navy doctor. 

Mr. Rivers. Who was that torpedoman ? 

Mr. Loreren. Childers. 

Incidentally, Mr. Rivers, he is a member of my organization now. 
At that time he only had in 6 years’ service. The chairman of the 
committee—I think it was Senator Wadsworth—asked him if he was 
going to stay in the Navy, and he says, “Not unless you raise the pay.” 

Then he says, “What makes you like the Navy ?” 

And he said, “Well, when I had all this sickness, 6 of my shipmates 
kicked in money and gave me $100. And when you’ve got shipmates 
like that, that is the kind of shipmates you want to serve with and stay 
in the Navy.” 

The chairman says, “I don’t blame you.” 

Mr. Rivers. I just wondered if he continued in the Navy. I 
would like to hear the sequal to it. 

Mr. Loreren. He continued in the Navy and is now on the retired 
list. 

These, of course, are problems that are current today. In the armed 
services, particularly the Navy, great consternation was created down 
in the Norfolk area, along about April 1954. I imagine that this gave 
Mr. Hardy many headaches from all of the correspondence that he 
must have received from my men and from their dependents and the 
80,000 dependents living in the Norfolk area. 

The headlines in the Norfolk papers, April 1954, screamed: “50,000 
Dependents Lose Medical Care Here”. 

Next paper: “Medics See Outpatient Cut by Navy”; “Outpatient 
Navy Clinics May Be Shut”. 

All that was in connection with the Defense Department’s order 
to the Navy to reduce the number of medical officers on duty to a ratio 
of 3.26 per thousand troops by May 31, 1954. 

Well, I filed a protest with the Secretary of Defense on the pro- 
posed curtailment of hospital benefits. 

I want to say in all sincerity that those screaming headlines in the 
papers, not only in Norfolk but also down around Charleston and 
San Diego, Calif. 

Mr. Rivers. I did something about it. 

Mr. Loreren. Had more to do with breaking the morale of the 
service and the servicemen’s dependents than anything I know that 
has ever happened to the Navy in the years gone by. 

I will ask that my letter to the Secretary of Defense, of which I 
sent Mr. Hardy a copy, be incorporated in the record. 

Mr. Kirtpay. Without objection, it will be included in the record. 

(The letter follows :) 


FLEET RESERVE ASSOCIATION, 
Executive Offices, 
Washington 2, D. C., April 27, 1954. 
Hon. CHARLES EB. WILSON, 
Secretary of Defense, Washington 25, D. OC. 


Dear Mr. Secretary: Headlines in the press are creating consternation among 
naval personnel and their dependents, and seriously affecting the already lowered 
morale of the naval service in and around Norfolk, Va. 

The headlines scream—‘50,000 Dependents Lose Medical Care Here’; “Medics 
See Outpatient Cut by Navy”; “Outpatient Navy Clinics May be Shut.” 
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It is reported that medical facilities for outpatient treatment have been dis- 
continued at the Ben Moreell Pediatric Clinic and the Norfolk Naval Air Station 
Infirmary, and a 50 pereent reduction is to be made at the Portsmouth Naval 
Hospital by July 1, 1954. 

Insurance salesmen in the are are reported to be gloating over the prospects of 
selling hospital insurance and are getting ready for a field day, notwithstanding 
the fact that there are not enough civilian doctors to care for the large number 
of dependents in the area. 

Typical resolutions presented by the branches of the Fleet Reserve Association 
in the tidewater area of Norfolk, Va., is the one quoted below: 

“Whereas the Defense Department has ordered the United States Navy to 
reduce the number of medical officers on duty to a ratio of 3.26 per thousand 
troops by May 31, 1954; and 

“Whereas this reduction will practically eliminate outpatient care of the de- 
pendents of Navy personnel at Norfolk, Va., the largest United States Navy 
base in the world ; and 

“Whereas Norfolk, Va., is the home port of the major part of the Atlantic and 
Mediterranean fleets and the home of some 80,000 Navy dependents; and 

“Whereas civilian medical facilities in this area cannot readily provide out- 
patient care and medical treatment should Navy outpatient care and medical 
treatment be withdrawn ; and 

“Whereas medical care of dependents is an inherent part of the traditional 
benefits of service personnel ; and 

“Whereas this act is in direct opposition to the constitution of the Fleet 
Reserve Association, which preamble recalls ‘ * * * our responsibility to aid in 
maintaining adequate naval defense of our beloved country; our desire to assist 
in obtaining the best type of American manhood for our Navy and Marine 
Corps; our interest in the welfare of the men who served and are serving in the 
Navy and Marine Corps * * * ’; be it 

“Resolved, That the national service committee of the Fleet Reserve Associa- 
tion take aggressive action to persuade authorities to alleviate problems result- 
ing from the ordered cutback and to make a thorough study of available medi- 
cal facilities in those areas which are thickly populated with Navy dependents ; 
and * * * .” 

On a prior occasion the Fleet Reserve Association has called to the attention 
of the Secretary of Defense, reprints by the San Diego Union of a series of ar- 
ticles pertinent to national security, entitled “Waning Interest in Our Army, 
Navy, Air Force, Marine Corps Warns of Disaster”, and an additional copy is 
herewith enclosed. 

I have been directed by the national service committee of the Fleet Reserve 
Association to bring this matter to your attention, with a request that a 
thorough study be made of medical facilities in those areas, particularly Nor- 
folk-Portsmouth, Va., which are thickly populated with Navy dependents, so 
as to alleviate the problems resulting from the ordered cutback in medical offi- 
cers and medical facilities, 

If this cutback remains firm, and dependents hospitalization is curtailed to the 
extent which is indicated, the Defense Department alone must answer the ques- 
tions propounded in the enclosed warning of disaster : 

Why are enlistments off? 

Why do officers leave? 

Why do cadets resign? 

Very respectfully, 
FLEer RESERVE ASSOCIATION, 
By: CHARLES E. LOFGREN, 
National Secretary. 

Copies: The President, the White House; Secretary of the Navy; Chief of Naval 
Operations; Chief of Naval Personnel; Chief of the Bureau of Medicine and 
Surgery ; Commandant, United States Marine Corps: Commandant, Fifth Naval 
District; Hon. Harry F. Byrd, United States Senate; Hon. A. W. Robertson, 
United States Senate; Hon. Porter Hardy, House of Representatives; Secretary 
of the Army; Secretary of the -\ir Force. 


Mr. Lorcren. The Fleet Reserve Association at its recent conven- 
tion in Chicago, IIl., last October, went on record favoring the enact- 
ment of the so-called medicare bill. The bill which is presently be- 
fore the Congress is acceptable to the members of my organization, 
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with whatever amendments this committee, through its distinguished 
counsel, Mr. Blandford, can come up with to make it a workable 
problem. 

I am sure that the Fleet Reserve Association will ge along with 
almost anything, along the general lines of the bill which your com- 
mittee develops. 

And I am certain also that the majority of the enlisted men of the 
Navy would be most willing to participate in a contributory program 
for hospitalization, and in civilian hospitals where medical facilities 
of the Navy are not available. 

Our organization, therefore, favors the continuation of dependents 
medical care, with outpatient treatment, at armed services facilities 
and hospitals, and favors also participation in a group insurance plan 
for those dependents who are not located in the physical geographical 
area of a Defense Department hospital. 

I am rather inclined that the $19 monthly rate which is prescribed 
in the statistics and the illustrations shown by the task force for the 
serviceman’s participation in behalf of his dependent parents or in- 
laws, and so forth, is a little too high to expect any appreciable par- 
ticipation by our enlisted men for dependent parents. 

I don’t know what the committee’s thought is in that regard, but 
certainly our enlisted men cannot afford $19 per month to take care 
of a projected period of hospitalization for a dependent parent or a 
mother-in-law. 

I am certain that the $4.50 serviceman’s contribution toward group 
hospitalization would go well with the enlisted men whom I represent. 

And in conclusion, Mr. Chairman, as you know, I appeared before 
the Hardy committee on the survivors benefit bill, and after the hear- 
ing you come up to me and you told me that you were sore at me. I 
asked you why, and you said, “Of all the years I have been coming 
before your committee, this is the first time that you knew I had a 
sense of humor.” 

Mr. Kizpay. That is correct. 

Mr. Lorcren. I hope that whatever humor I may have injected 
into the hearing this morning will be excused, because it was given 
at your specific invitation. [ Laughter. | 

May I say just in conclusion, Mr. Chairman, that the Fleet Reserve 
Association urges this committee to give serious participation—serious 
consideration to participation in the voluntary group hospitalization 
plan for retired personnel and members of the Fleet Reserve and the 
Fleet Marine Corps Reserve on inactive duty. 

May I say also that the fleet reservist, including the fleet Marine 
Corps reservist, is more vulnerable to recall to active duty than is the 
retired man. And I do hope that both those groups may be included in 
the program. 

I don’t know what else I can add to what many other witnesses have 
testified, but I will say it has been a pleasure to meet all you gentle- 
men again who were on the survivors’ benefit committee, and I hope to 
see you again in the next few months. 

Mr. Kitpay. Thank you, Mr. Lofgren. 

I hope when you see us again on the survivors’ benefits it will have 
become law. We still hope the Senate will pass it. 

Mr. Lorcren. Thank you, sir. 
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Mr. Kitpay. I want to revise your statement as to my remark to you. 
I told you I was pleased to learn after so many years that you had a 
very keen sense of humor. 

Mr. Loreren. Thank you, sir. [Laughter. ] 

Mr. Kitpay. Thank you, Mr. Lofgren. 

This will conclude our hearings for today. 

We will meet tomorrow at 10 o’clock. 

(Whereupon, at 11:52 a. m., the subcommittee adjourned, to recon- 
vene at 10a. m., Friday, January 27, 1956.) 


Hovs& or REPRESENTATIVES, 
(COMMITTEE ON ARMED SERVICES, SUBCOMMITTE No, 2, 
Washington, D. C., Friday, January 27, 1956. 

The subcommittee met at 10 a.m., Hon. Paul J. Kilday (chairman of 
the subcommittee) presiding. 

Mr. Kitpay. The subcommittee will be in order. 

We will resume this morning the hearing on H. R. 7994. 

The first witness is C. Manton Eddy, Life Insurance Association of 
America. 

Mr. Eddy, will you come around, please, and if you have others with 
you, they may come up to the table at the same time. 

Have aseat. Go ahead with your statement. 

Mr. Eppy. Mr. Chairman and gentlemen, 1 am C. Manton Eddy, 
vice president and secretary of the Connecticut General Life Insurance 
Company of Hartford, Conn. 

With me is my colleague, Mr. S. T. Williams, second vice president 
of the same company. 

I am appearing before you today on behalf of the American Life 
Convention and the Life Insurance Association of America, two trade 
associations whose combined membership of 253 companies write 
approximately 85 percent of the group accident and health insurance 
in the United States. The premiums for this business in 1955 were in 
excess of $1 billion. 

Mr. Kitpay. Mr. Eddy, if you will permit, I don’t believe your 
statement exactly states what these two associations are, of what they 
consist. Would you tell us now ¢ 

Mr. Eppy. These two associations consist of these number of com- 
panies who are engaged in primarily the life insurance business and a 
great many of them in the accident and health business. 

The trade associations represent the companies in matters of gen- 
eral policy and legislation and enable us through the associations 
to give a common ground of conversation and public appearance. 

Mr. Kitpay. Do they both represent the companies ? 

Mr. Eppy. They both represent the companies, and in good part 
their membership is almost identical. I mean that many of the same 
companies belong to the two associations. The two associations, the 
convention and the association, work together jointly through joint 
committees, so that they speak with one voice, if I might term it. 


Mr. Kipay. Very well, go right ahead, Mr. Eddy. 

Mr. Eppy. Our two associations are quite aware of the interest of 
the Federal Government in providing adequate medical care for all 
dependents of military personnel. We have studied the bills which 
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have been introduced during the recent sessions of Congress, and have 
worked with the Department of Defense in its consideration of this 
problem. We welcome this opportunity to appear and hope that our 
testimony will be of assistance to this committee in its deliberations 
on this important program. 

As we understand it, a major objective of the proposed legislation 
is to achieve a greater measure of uniformity in the extent of medical 
‘are that is Government-provided to dependents of military person- 
nel. ‘To accomplish this objective, it is proposed that insurance against 
medical costs be provided for servicemen’s dependents who, because 
of distance or lack of facilities, are unable to obtain such care in mili- 
tary facilities. We believe that an insurance program can be estab- 
lished which will effectively achieve this objective. 

In the following statement, I shall comment on possible costs and 
the feasibility of H. R. 7994, as well as its predecessor H. R. 7792. In 
addition, I would like to talk with you about the application of some 
ideas developed over the years by people in the insurance business. 
These ideas seem to us to have special significance in this program 
because of its rather unusual characteristics. In this connection, may 
I call your attention to a memorandum with respect to H. R. 7792 (S. 
2720) which we prepared for the Department of Defense. In view 
of the similarity of that bill to H. R. 7994 and the fact that this memo- 
randum suggests plans illustrative of these ideas, I should like to re- 
quest that it be made a part of the record at this point. 

Mr. Kizpay. Without objection, it will be made a part of the record 
at the conclusion of your present statement. 

Mr. Eppy. Before discussing insurance benefits, may we consider 
a problem that is present in both the earlier bill and H. R. 7994. This 
is the matter of the serviceman’s contribution toward premium costs. 
H. R. 7994 provides that a member of the Armed Forces shall contribute 
30 percent of the monthly cost of the basic insurance plan. In our 
opinion, the special requirements of the proposed insurance for service- 
men’s dependents are such that the Government should pay the full 
cost rather than share it with the serviceman. If the Government paid 
the full cost, there would be the following advantages: 

(a) The program can be administered more economically since there 
would be less record keeping. For example, without a contribution, 
the services would not be required to determine from each serviceman 
whether he wished to participate but would automatically enroll him 
on behalf of his dependents. Without contribution it would be un- 
necessary to go through the process of establishing individual pay 
allotments or of changing the allotments periodically by reason of 
any rate adjustment. Keeping in mind that in large part the admin- 
istrative burden would necessarily fall on service personnel, it would 
seem wise to keep this to a minimum. 

(6) Insurance benefits would be automatically available even under 
circumstances where dependents were, in the first instance, using milli- 
tary facilities, but at a later date were located where military facilities 
were not available. 

(c) It would avoid, from an insurance point of view, the possibility 
of antiselection, that is, the possibility that a disproportionate number 
of unhealthy risks would elect the insurance plan with too many 
healthy risks remaining outside the plan on the assumption by the 
serviceman that his dependents would not be sick in the foreseeable 
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future. Section 104 (g) of H. R. 7994 tries to avoid the same problem 
through requiring participation in the insurance plan for a minimum 
period of 12 months. 

We recognize fundamentally any program of group insurance bene- 
fits is successful only if a broad coverage of the persons eligible is 
obtained, and certain procedures have been devised in private industry 
to obtain this coverage. In this instance, we believe that the problem 
could best be overcome by making the program noncontributory, since 
under these circumstances all servicemen for whose dependents mili- 
tary facilities were not available would automatically be enrolled. 

(d) Under a plan involving contribution by the serviceman, there 
is always the possibility that an individual serviceman might fail to 
take advantage of the insured plan and later have the need for medical 
care for his Rechdents at a time when it was not available. Under 
a noncontributory plan this would be avoided since all dependents 
would be covered. 

CONTROL OF COSTS 


The benefits for which the Department seeks insurance under H. R. 
7994 are very broad benefits which provide for payment of most 
medical bills and hospital services furnished through civilian facilities. 
The possibility of providing such complete services through civilian 
facilities presupposes that medical care furnished in civilian faeil- 
ties has the same characteristics as medical care furnished through 
military medical facilities. Such a parallel needs examination. For 
example, the outpatient services furnished in military facilities are 
located in the military hospital, are subject to a degree of uniformity, 
and in the last analysis are subject to control. By contrast, the same 
types of services provided by civilians are not subject to similar con- 
trols. They may be availble in the outpatient department of a hos- 
pital, in a clinic, through home and office calls provided by general 
practitioners, through medical specialists who are consulted by gen- 
eral practitioners, and through literally thousands of drugstores over 
the country which dispense millions of prescriptions each year. It 
can be seen that the problem of controlling costs is very real when 
civilian medical facilities are utilized. 

As a solution to this problem of controlling costs and at the same 
time providing a program that would compare with care in military 
facilities, we presented to the Department of Defense, in the memoran- 
dum referred to, alternate plans incorporating elements of cost control 
which are not present under the broad terms of plan I. 

Plan I is in the memorandum attached and which you have made 
part of the record. 

These reflect the experience of insurers generally, particularly in 
recent years, in providing to the public a new and very broad form of 
insurance known frequently as major medical expense insurance. 
The elements of cost control in this form of insurance are two—a 
deductible provision and coinsurance. 

Before describing the purpose and operation of these 2 provisions, it 
should be noted that this new form of insurance, now held by over 
4 million people in the United States, is a much broader type of insur- 
ance contract than the more conventional forms of hospitalization and 
surgical insurance written previously and still available from both 
insurance companies and Blue Cross or Blue Shield organizations. 





5663 


Generally speaking, major medical expense insurance takes up where 
hospital, surgical, and regular medical expense insurance leaves off. 
It goes beyond these older types of health insurance in protecting 
against unusually heavy, or catastrophic, medical and hospital bills. 
And it also protects against almost all other types of expense arising 
directly from the disability, whether in or out of a hospital—including 
such items as special-duty nursing expenses and charges for drugs and 
medicines. Not being confined to a limited area of medical costs, such 
as hospitalization or surgery, the new coverage is sufficiently broad to 
accommodate changes in medical practice as time goes on. Just as 
medical practice has changed in the past decade, there is every likeli- 
hood that it will change in the next decade. Thus insurance protection 
is available that will keep pace with changing times. A program of 
insurance for dependents of military personnel that is conceived with 
this idea in mind is also likely to keep pace with any changes in care 
provided in military facilites. 

This comprehensive coverage is available, subject to two types of cost 
control. First, a deductible provision is utilized not only to eliminate 
the small claims themselves, but also the disproportionate administra- 
tive expense associated with them. Under this provision, the patient 
himself pays the expenses until they reach the amount of the deductible 
that has been specified, whether it is $25, $50 or $100. 

Secondly, the coinsurance clause provides that after the deductible 
amount has been assumed by the individual, the insurance company 
pays 75 percent or 80 percent of the balance of the bill up to a stated 
maximum limit. The insured person pays the remaining percentage, 
thus being the “coinsurer” to that extent. The purpose of the coinsur- 
ance clause is to provide the insured person with an incentive to obtain 
at reasonable prices only such hospital and medical services as are 
necessary. In consequence, benefit payments are less likely to be used 
for services of a quasi-luxury nature, with the effect that premium rates 
can remain moderate. 

In our memorandum to the Department of Defense, of which you 
have a copy, and which has now been placed in the record, plan I 
follows the pattern of benefits of H. R. 7792 which is essentially the 
same as H. R. 7994. As you can see, initial costs of the plan outlined 
are estimated to be in the neighborhood of $100 million annually for 
dependents of active service personnel, according to census estimates 
furnished by the Department. It should be carefully noted here that 
these are first year costs. Certain restraints and controls which are 
desirable in the judgment of many insurers do not exist in this plan. 
It is a matter of some concern that, without effective controls, costs in 
years to come could be significantly higher. 

Plan II and plan IIT have been devised as illustrative of programs 
with controls that are considered to be desirable and effective. For 
plan IT first year costs are estimated to be in the area of $70 million. 
— year costs of plan III are estimated to be in the area of $60 
million. 


SCOPE OF BENEFITS 


We think it is clear that the characteristics of the insurance pro- 
vram under consideration are sufficiently different from those of the 
program of medical care in military facilities so that a separate defi- 
nition of benelits is desirable in the proposed legislation. 
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Regardless of the general scope of the benefits to be provided, it 
is necessary for an insurer to know precisely what the details of the 
benefits are to be before it may enter into a definitive contract. This 
problem could be handled either by carefully detailing the benefits 
in the bill or alternately by generally describing them in the bill with 
authority resting in the Department of Defense as to the details. 

The present bill does not provide a workable guide in this respect 
because the outline in sections 106, 107, 108, and 109 is adapted to 
medical care furnished in military facilities rather than benefits avail- 
able to those who use civilian facilities. For instance, it is clear that 
in a military installation “hospitalization” can have but one meaning. 
In civilian life, however, “hospitalization” could include many types 
of institutional care such as convalescent or nursing homes. Thus, 
it. is necessary by adequate definition to make clear what benefits are 
intended under an insurance plan and what are not. 

Again, the exclusion shown under section 107 apply only to hos- 
pitalization and this is appropriate when all care is provided in 
military facilities. If it is intended that there be a parallel result 
when civilian facilities are used, it is necessary to specify the exclu- 
sions. 

With these two illustrations in mind, we would suggest that you 
consider the insertion in the bill of a separate section outlining those 
medical services for which the Government seeks insurance. 

Consideration should also be given to the problem of persons who 
have duplicating or overlapping coverages. By way of illustration, 
a dependent who is employed may be covered by workmen’s com- 

pensation insurance, provided by law at the State level, for work- 
connected injury. In a program as broad as that envisioned by H. R. 
7994, it is important that provision be made so that the dependent 
does not recover more than his out-of-pocket expenses. 


UTILIZATION OF MILITARY FACILITIES 


The wording of section 104 (f) creates a problem which should be 
considered from the standpoint of cost to the Government. This 
section reads: 

The Secretary of Defense, in contracting for such insurance plan or plans, 
shall provide that when dependents of members of the Armed Forces participat- 
ing in such plan are cared for in military medical facilities, the insurance plan 
shall reimburse the appropriation supporting the maintenance and operation of 
the military medical facility providing the care at rates approved by the Bureau 
of the Budget. 

This wording requires the insurer to make claim payments to the 
Government for military hospital services, both inpatient and out- 
patient. It would mean that the insurer would need to obtain a pre- 
mium sufficient to cover such military hospital costs as well as the 
costs of care in civilian medical facilities. Thus, the Government 
would be paying money to itself through the insurance mechanism 
with the attendant administrative costs. 

In a program of this sort we would expect premium costs to be 
adjusted from vear to year so that any use of military facilities for 
which no claim payment was made would automatically be reflected 
in rate adjustments. Stated conversely, if there is a greater use of 
military facilities than anticipated, the claim payments of the insurer 





5665 


will be less and the net cost to the Government will correspondingly 
be adjusted downward. 


METHODS OF UNDERWRITING 


The bill, as now drafted, in general terms authorizes the Secretary 
of Defense to contract for medical care of dependents of members 
of the Armed Forces under “such private insurance plan or plans 
as he shall deem appropriate.” Since the covered dependents would 
be found in all parts of the country, it would appear that practical 
administration would require that the contracting company or com- 
panies operate throughout the United States. Such a requirement, 
however, would have the unfortunate effect of excluding a number 
of companies well qualified by ability and experience to participate 
in the underwriting of this insurance. 

We would, therefore, suggest that the bill contain provisions similar 
to those found in the Federal Employees Group Life Insurance Act 
of 1954 (Public Law 598, 83d Cong.) under which all qualified in- 
surance companies desiring to participate may do so. Under such 
provisions, the Secretary of Defense would be authorized to contract 
directly with one or more insurance companies which are licensed 
to transact the business of accident and health insurance in all States 
and in the District of Columbia and which are qualified by experience 
in this type of insurance to administer the plan. The company or 
companies selected would be required to reinsure portions of the 
total insurance with other qualified carriers electing to participate 
in the underwriting of the risk. The reinsurance could be appor- 
tioned by formula so as to give the smaller companies a larger share 
in relation to their total group accident and health insurance busi- 
ness than the larger companies. 

Accordingly, the underwriting of the proposed plan would be 
spread among all qualified insurance companies that desire to partic- 
ipate, rather than be concentrated in one or only a few companies. 
Such a procedure would be consistent with generally accepted prin- 
ciples of distribution of the risk. The administration of the plan 
and payment of claims thereunder would, however, be handled by 
one or at most a few companies qualified to handle claims wherever 
they arose. This would appear to be especially important in view 
of the frequent changes in residence of the dependents of servicemen. 

Further, in order to maintain a low cost to the Government, the 
premium rates to be charged by insurance companies would be deter- 
mined by the Secretary of Defense on a basis consistent with the low- 
est rates which would be charged large employers for group health 
insurance policies with similar characteristics. Adjustment of rates 
would be made as experience required. Any excess of premium in- 
come over claim charges and expense and risk charges would be held 
as an interest-bearing contingency reserve, for use only to meet future 
charges under the policy or for eventual return to the Treasury, 

In conclusion, gentlemen, I again wish to express our appreciation 
for this opportunity to appear and to offer our full cooperation té 
the committee in its efforts to establish this important military 
dependents medical-care program. . 
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AMERICAN LIFE CONVENTION 
230 North Michigan Avenue, Chicago 1, Ill. 
LIFE INSURANCE ASSOCIATION OF AMERICA 
488 Madison Avenue, New York 22, N. Y. 


JANUARY 6, 1956. 


MEMORANDUM WITH RESPECT To H. R. 7792 (S. 2720), PRovis1On or INSURANCE 
AGAINST THE Cost OF MEDICAL CARE FURNISHED IN CIVILIAN FACILITIES TO 
DEPENDENTS OF MEMBERS OF THE ARMED FORCES 


The Department of Defense has asked us to provide an estimate of the cost of 
insuring medical care for servicemen’s dependents as outlined in H. R. 7792 
(S. 2720), introduced in Congress in August 1955. The Department has also 
indicated an interest in any alternate benefit patterns which we might suggest. 

The cost estimates furnished in this memorandum are based on four types 
of benefit plans. 

Plan I, in general, follows the pattern of H. R. 7792 (S. 2720), and the cost 
estimated for it can be fairly compared with the estimated cost furnished to 
Congress by the Department in August 1955. It is our belief that the benefit 
patterns shown in sections 8, 9, 10, and 11 of H. R. 7792 need to be reordered to 
some degree to make them feasible from an insurance point of view. Such a 
reordering of benefits appears in our discussion of plan I. We have, however, 
attempted to keep the pattern of benefits outlined under plan I closely parallel 
to the provisions of H. R. 7792 (S. 2720) and also closely parallel to the present 
care furnished dependents in military medical facilities, as we understand it. 

Plans II (a), II (b), and III, by contrast with plan I, are patterns of benefits 
which we suggest as being more economical and yet reflecting quite fully, we be- 
lieve, the genuine needs of civilian dependents of members of the Armed Forces. 
Thus, the medical care provided in H. R. 7792 (S. 2720) and reflected in plan I is in 
some respects broadened in the alternate plans even though these plans require 
that the insured or his dependent pay something to the provider of service 
(doctor, hospital, or nurse) at the time services is rendered. This feature is 
known as coinsurance and is an integral part of programs purchased by important 
employers today. 

The difference in cost under these alternate methods is well illustrated by a 
summary table of the estimated first year annual premium. Based upon esti- 
mates requested of a number of companies, it seems reasonable to assume that 
the cost for the dependents of active service personnel would fall within the 
following range: 


Estimated ist-year annual premium for dependents of active service personnel 








From— TO— 
ky MIRE ieee a a A ed eS: OR! eS APRS ERS OF SARE $94. 000, 000 $104, 000, 000 
OND 6 li 60a 25.422 hb OE Sed pe bi btee Sak bh dackk ec obbbbhdhs be Wathn ida ge bsbee 66, 000, 000 71,000 000 
SEEMED so nin an tenntlan ap taupe edh cna nataben teeter aa tetas cbaeee seers 68, 000, 000 75, 600, 000 
| tt ETE Se eel Oe S335 L033 CH PE Jsivedd Sih whe 58, 000, 000 63, 000, 000 





The cost estimates appearing with each of the four plans described in the 
succeeding pages of this memorandum include, as requested, additional figures 
for dependents of retired personnel and for unmarried widows and dependent 
children of members of the Armed Forces who died while on active duty. The 
assumptions on which the cost estimates have been based also appear with 
each of the plans. 


BENEFIT SPECIFICATIONS AND COSTS FOR PLAN I 


The pattern of benefits as set forth in H. R. 7792 (S. 2720) is the first pattern 
to which companies directed their attention in furnishing cost estimates. 

It became immediately apparent, and the Department of Defense was so 
informed, that the wording of the bill was not sufficiently precise from an 
insurance standpoint to permit the writing of an insurance policy or an estimate 
of the cost of such a policy. The bill in its original form attempts to distinguish 
between “acute” and “chronic” illness—providing benefits in the case of the 
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former and denying them in the case of the latter. After discussion with the 
Department of Defense it was agreed that such a distinction would not be 
administered and that it was necessary to provide a time limit on benefits 
instead. It is thought that roughly the same result would be obtained by 
introducing a 365-day limit for each disability. Thus, any case going beyond 
365 days would be presumed to be chronic and would be excluded after that 
period. An argument might be made for a more limited period of time but this 
does not appear to be either necessary or desirable. 

With this major change in mind, a suggested redraft of the pertinent sections 
of H. R. 7792 is shown on succeeding pages as a substitute for the language now 
appearing in the bill. 

TEXT OF PLAN I 


(Bracketed material refers to sections of H. R. 7792 and 8S. 2720.) 
Medical care included 


Section 8. (a) Reimbursement for the cost of medical care under this act 
shall be limited to 365 days of medical care per illness (as hereinafter defined) 
for diagnosis and treatment of medical and surgical conditions including con- 
tagious diseases, and also immunization, maternity and infant care— 

(i) as an inpatient or outpatient in a hospital (as hereinafter defined). 
(ii) as other than an inpatient in a clinic or doctor’s office. 
(iii) at home in special cases where it is determined by the cognizant 
physician to be medically necessary (sec. 10 (b) (2)). 
(b) Insert here definition of “illness.” 
(c) Insert here definition of “hospital.” 


Medical care excluded 


Section 9. Reimbursement for the cost of medical care under this act shall not 
be authorized dependents of members of the Armed Forces for the following: 

(a) Domiciliary care (sec. 9 (a)) except as provided in section 8 (a) (iii). 

(b) Nervous and mental disorders, from the date of diagnosis as such 
(see. 9 (b)). 

(c) Cosmetic surgery (in lieu of sec. 9 (c) ). 

(d) Prosthetic devices, hearing aids, orthopedic footwear and spectacles 
(sec. 10 (a)). 

(e) Ambulance service except in acute emergency (sec. 10 (b) (1)). 

(f) Dental care except for charges for dental surgery when patient is confined 
to a hospital (in lieu of sec. 11). 

(g) Routine physical examinations. 

(h) Services of private-duty nurses, in or out of the hospital. Occupational 
therapy. Drugs not consumed in the hospital. (All three not currently provided 
dependents in military facilities. ) 

(i) Such conditions resulting from the employment of the dependents as may 
be covered under workmen’s compensation and similar laws. 

(j) Services received in a facility owned or operated by the United States 
Government for which the individual is not required to make payment. 

(k) Services received for injury or sickness due to war (declared or unde- 
clared) or any act of war. 

The following comments are also necessary to a complete understanding of the 
proposed redraft : 

Comment 1: A definition of “illness” is necessary and the following definition 
is suggested: 

“Tliness” refers to bodily injury or bodily disorder. However, (a) concurrent 
illnesses will be considered one illness where they are due to the same or related 
causes, and (0) successive illnesses will be considered one illness where they are 
due to the same or related causes and the prior illness has not terminated. 

Comment 2: A definition of ‘hospital” is needed and the following is suggested : 

The term “hospital” means only an institution which meets fully every one of 
the following tests, namely (a) it is primarily engaged in providing—for com- 
pensation from its patients and on an inpatient basis—diagnostic and thera- 
peutic facilities for the surgical and medical diagnosis, treatment, and care of 
injured and sick persons by or under the supervision of a staff of physicians who 
are duly licensed to practice; (6) it continuously provides 24-hour-a-day nursing 
service by registered graduate nurses; and (c) it is not, other than incidentally, 
a place for rest, a place for the aged, a place for drug addicts, a place for alco- 
holics, or a nursing home. 
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Comment 3: The bill provides that home calls are reimbursable only when 
“determined by the cognizant physician to be medically necessary” (sec. 10 (b) 
(2)). Under conditions of civilian medical care, it is necessary for an insurance 
underwriter to assume that, all home calls are reimbursable up to.the overall 
365-day limit in the proposed redraft of the bill. While we have retained the 
wording of the original H. R. 7792 on this point, it should be noted that the 
inclusion of all home ealls materially affects our estimate of costs in plan I. 

Comment 4: Provision of routine physical examinations would be an easily 
overutilized benefit which might prove expensive to the program, even though 
of small financial consequence to the insured as an individual. It is our sug- 
gestion that such examinations be excluded from the program. This does not 
exclude, of course, the provision of examinations when evidence of illness is pres- 
ent, since these are covered under the provisions of section 8 through diagnostic 
examinations by general practitioners and specialists together with any necessary 
supporting diagnostic X-ray or laboratory work. 

Comment 5: Exclusion 9 (i) is inserted to prevent a dependent from having 
double insurance coverage and thus recovering an amount in excess of the cost 
of the illness. This and other situations where dependents might hold double 
insurance coverage should be explored. 

Comment 6: Exclusion 9 (j) is inserted also with the purpose of preventing a 
dependent from recovering an amount in excess of the cost of the illness. 


Estimated Ist year annual premium for plan I 
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The distribution of dependents has been assumed to be according to the 
following census: 

















| Total | Wives | Husbands | Children | Parents 
— | \_— 
a 
IE 5.055555 5 dkt- §Bune dé nob egh sbe | aid enama 493, 186 1, 531 434, 982 107, 365 
Retired... ..-- ams a cinerea eames 328 310 | tS ea tS S ees 
Deceased saat eee ee eee 180, 214 | Lg herald | 123,574 |...-....---. 
; — 2 
POG nick dD ~~ pnts takin Sib ndibn 1, 450, 788 650, 371 1,531 | 691, 521 107, 365 
| i | | 








The above cost estimates have been based on the following standards: 

(1) Hospital room and board: Full semiprivate rate. 

(2) Surgical, medical, and related services: The allowances shown in Veterans’ 
Administration catalog 5 (as of September 1, 1954). 

(3) Immediate maternity benefits are provided, i. e., the usual 9-month waiting 


period is waived. No provision for extended maternity benefits on leaving 
military service is provided. 


TEXT OF PLAN II (a) 


This plan provides reimbursement for— 

1. Hospital charges: Up to 365 days per illness with room-and-board benefits 
not to exceed charges for -semiprivate accommodations in the hospital. In- 
patient hospital extras (hospital services and supplies for medical care and 
treatment other than those listed in 2 through 5 below) would be reimbursed 

to $500. 
ms Surgeon’s fees (in or out of hospital): Up to schedule of Veterans’ Ad- 
ministration catalog 5. 

3. Charges for anesthesia (whether or not billed by the hospital): Up to 
schedule of Veterans’ Administration catalog 5. 

4. Diagnostic X-ray and laboratory fees: 8 up to $50 during any 12-consecu- 
tive-month period. 

5. Charges for doctor’s calls in the hospital (including medical specialists, 
but not the surgeon who performed an operation for calls on or after the date 
of the operation) : Up to an aggregate of $4 per day multiplied by the number 
of days of hospitalization but not exceeding 365 days. 
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acco 
of § 
subj 





5669 


6. In addition, supplementary major medical insurance would pay benefits on 
account of covered medical expenses which exceed, in any calendar year, a total 
of $100. The major medical coverage would pay 75 percent of such excess, 
subject to a lifetime maximum benefit of $10,000. (Reinstatement of the maxi- 
mum to $10,000 would be granted after $1,000 had been paid, upon submission 
of satisfactory evidence of complete recovery and insurability.) Covered 
medical expenses include many expenses not covered by items 1 through 5 above, 
such as home and office calls, services of registered graduate nurses, rental of 
iron lungs, artificial limbs, drugs and medicines, oxygen, and blood transfusions. 

In addition, hospital extras, surgeons’ fees, etc., would be covered expenses 
to the extent they exceeded the benefits provided under items 1 through 5. 


TEXT OF PLAN II (b) 


This plan would follow the same pattern as plan II (a) except for item 6, 
where major medical benefits would be based on covered medical expenses which 
exceed a total of $50, in any calendar year, rather than $100. 


COMMENTS ON BENEFIT SPECIFICATIONS AND COSTS FOR PLANS II (a) AND Xt (b) 


It will be observed that plans II (a) and II (b) provide similar broad coverage 
for hospitalization and surgical charges (with accompanying anesthesia) as is 
provided under plan I. In fact, with the provision for diagnostic X-ray and 
laboratory coverage, ranging in roughly similar amounts to that provided in 
the present Veterans’ Administration schedule and coverage for doctors’ calls 
in the hospital, the dependent would receive practically the same benefits as are 
now available through military facilities. 

The other types of civilian medical care, going beyond the outpatient care 
provided today in military medical facilities, would be paid for under item 6, 
as to which there would be a definite sharing of expenses by the insured de- 
pendent. Under item 6 would fall the home and office calls, the calls to clinics, 
the outpatient work in hospitals, the cost of special nurses and the cost of drugs 
provided outside the hospital, all subject to the insured dependent first incurring 
a $100 or $50 deductible, and then sharing to the extent of 25 percent over this 
deductible. 

Under plans II (a) and II (b) there would be no deductible on hospitalization 
or surgery but the deductible would be confined to those items which are in- 
dividually of small consequence in a financial sense but which in the aggregate 
amount to a large sum under an insurance program. 


Estimated 1st year annual premium for plan II (a) 
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Estimated 1st year annual premium for plan II (6) 
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The cost estimates for both plans were based on the same distribution of 
dependents used for plan I and assumed provision of immediate maternity 
benefits. 
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TEXT OF PLAN Il 


Subject to a $7,500 yearly and $15,000 lifetime maximum benefit, this plan 
provides reimbursement for— 

1. Hospital charges: After a $25 deductible, payment of 100 percent of costs 
‘of hospitalization without limit on number of days (and whether room and 
board or hospital extras) up to $500, and 75 per cent of any excess; room and 
board rate limited to charges for semiprivate accommodations. 

2. Surgeons’ fees: charges for anesthesia whether or not billed by the hospital; 
diagnostic X-ray fees whether or not billed by the hospital. 

After a $25 deductible, reimbursement up to 100 percent of the indemnities 
listed in the Veterans’ Administration schedule, and 75 percent of any excess 
over the Veterans’ Administration schedule. 

r 3. (a) Charges by medical specialists, general practitioners, in or out of 
ospital ; 

(bv) Fees for diagnostic laboratory procedures, physical therapy, X-ray 
therapy, radium therapy, oxygen when not billed by the hospital; 

(c) Charges for services of registered graduate nurse and drugs outside hospi- 
tal, when prescribed by a physician. 

After a $50 deductible, reimbursement of 75 percent of charges. 

4, Maternity (in lieu of any of the above benefits)—-normal delivery up to 
$150; Caesarean section or ectopic pregnancy up to $225; miscarriage up to 
$75. If severe complications, reimbursement of 75 percent of charges in excess 
of ape benefits plus a $50 deductible, with a maximum benefit per pregnancy 
of $5,000. 

5. No more than a total deductible of $50 would be applied to any 1 dependent 
in any 1 calendar year. Benefits are determined separately for each individual. 
However, if two or more covered members of a family should incur expenses 
as.a result of the same accident, the deductible will be applied only once against 
Such expenses during the calendar year in which the accident occurs. 

6. Reinstatement of maximum would be granted at any time after insured 
has been paid $1,000, upon submission of satisfactory evidence of complete 
recovery and insurability. 


COMMENTS ON BENEFIT SPECIFICATIONS AND COST FOR PLAN III 


This plan, like plans II (a) and II (6), provides a comprehensive and well- 
rounded coverage which goes beyond plan I in that— 
: (1) Certain additional services, such as special-duty nurses and drugs 
furnished by pharmacies on doctors’ prescriptions, are provided ; 

(2) Some provision is made for surgeons’ fees going above the veterans 
schedule, which, in the absence of standard charges by surgeons, may be 
of importance to higher income personnel ; and 

(3) The provision for hospital expenses is geared to the financial impact 
of the illness rather than being limited to 365 days. 


Estimated 1st year annual premium for plan III 











From— | To— 
Dependents of active-service personnel____.............-....-s------+-------- $58, 000, 000 $63, 000, 000 
000 30, 000, 000 
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The above cost estimates were based on the same distribution of dependents 

used for plan I and assumed provision of immediate maternity benefits. 

Plans siniilar to plan II (a) and II (0) have been installed by private employ- 
ers to an increasing degree since 1950. The pattern of plan III is an even more 
recent development having been introduced in a few large groups in 1954 and 
1955. 

Both patterns have two features that seem to have particular applicability here. 

These are the “deductible” and “coinsurance” features. For those dependents 
to whom the services of military facilities are available, the control of costs 
and services rests with the Government through its control of its own doctors and 
hospitals. For dependents who make use of civilian facilities, however, re- 
straints on overuse can be handled best by financial controls through the “de- 
ductible”’ and “coinsurance” mechanism. 
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If either plan II (a), II (b) or plan III are acceptable, a redrafting of the 
benefit provisions of H. R. 7792 and 8. 2720 would be required. 

Most of the exclusions indicated in our redraft of section 9 (see p. 4) under 
plan I would be retained, but the important additional items of private-duty 
nursing and drugs furnished outside the hospital would be insured rather than 
excluded. 

Mr. Eppy. Thank you. 

Mr. Kitpay. Thank you, Mr. Eddy. 

Your statement is most helpful to us. It gives us a basis for 
working. 

I would like to have your suggestion as to how we might proceed now 
to get into the record at this point some discussion as to your plans 1 
and 2 and 3, which are contained in the memorandum that we have 
made a part of the record. 

Mr, Eppy. Perhaps I should outline briefly what our purpose was in 
suggesting plans 1, 2, and 3. 

1. We Tevised, with the thought that it be as close to the specifica- 
tion of the bill as possible. The bill originally states that there be full 
care in cases of acute illnesses; for example, chronic cases would not 
be covered. 

The presumption, as we understood, was that chronic cases would 
be cared for in military facilities anyhow. 

From an insurance standpoint, it would be very difficult to dis- 
tinguish between acute and chronic in a way that would make handling 
possible. So we suggested 365 days of hospitalization as a limiting 
factor, there the thought being that an illness of a longer duration 
would presumably be cared for in a military facility. 

But then in plans 2 and 3 we attempted to show the type of pro- 
grams that are utilized very frequently in industry for employees 
and dependents of employees, with additional safeguards and protec- 
tions and we think would be very useful. 

Does that help, sir? 

Mr. Kirpay. Yes. 

Now, I would like to have a little more detail as to the plans. In 
other words, what would be covered in each plan? Because there 
is a very material difference in cost. 

Mr. Eppy. Under plan 1 the costs of medical care would bé cov- 
ered for 365 days in hospital. Care or hospitalization after that pe- 
riod would not be covered. 

The costs of medical treatment would be covered under a specified 
schedule which you might consider in terms of a standard service 
schedule, such as veterans catalogue 5, I believe. 

It is very comprehensive and it would leave the individual with no 
particular interest in limiting care to the reasonable and necessary or in 
securing care at a reasonable cost. 

Under plan 2—— 

Mr. Bianprorp. May I ask, Mr. Chairman ? 

Do I understand that plan 1 envisions no coinsurance or deductible 
provision ? 

_Mr. Eppy. That envisions no coinsurance and no deductible pro- 
vision. 

Mr. Buanprorp. So that what you are attempting to do in plan 
1, at a cost of approximately $100 million, is to provide dependents 
of service personnel with a treatment comparable to that which they 
would now receive in a military facility, that is the objective? 
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Mr. Eppy. That was the objective. 

Mr. Kirpay. With or without contribution by the individual ? 

Mr. Eppy. With or without. 

The question of whether there is a contribution could be handled 
yesorno. It would not affect the benefits. 

Mr. Bianprorp. In other words, your cost to the Government, re- 
gardless of where they get the money from, is $100 million? 

Mr. Eppy. That istrue. 

Mr. Kitpay. And the Government would bear the entire admin- 
istrative cost of insuring the individual, collecting by allotment the 
premium, and so forth ? 

Mr. Eppy. The Government would bear that administrative cost. 
There would of course be administrative costs that descend on the 
insurer as well. 

Mr. Netson. Mr. Chairman 

Mr. Buanprorp. This reflects your administrative costs. 

Mr. Eppy. This reflects our administrative costs. 

Mr. Netson. Mr. Chairman. 

Mr. Kizpay. Mr. Nelson. 

Mr. Netson. The provision you have on page 9 of your prepared 
statement is I understand only applicable to plan 1? 

Mr. Enpy. Would you repeat the question, sir? 

Mr. Netson. The suggested provision you have on page 9 of your 
prepared statement I assume is only applicable to plan 1 ? 

Mr. Eppy. You are referring to the top of page 9 ? 

Mr. Netson. No. I am referring to where you say “utilization of 
military facilities.” 

Mr. Eppy. Oh. 

Mr. Netson. The section you suggested begins— 





The Secretary of Defense in contracting for such insurance plan or plans. 


Mr. Eppy. Our suggestion was intended to apply to all three plans. 
Our thought was that for an insurer to receive Government money 
and then in turn pay it back to a Government facility was trans- 
ferring money from the left pocket to the right pocket of the Gov- 
ernment, and with some added cost involved. 

It would be much simpler, it seemed to us, and far less expensive to 
the Government if those charges are avoided and the Secretary of 
Defense sees to it through arrangements in the insurance that there 
was no profit to the insurance company coming from the fact that 
military hospitalization or military facilities were used and no insur- 
ance claim presented. 

Mr. Netson. Then, if every member of the armed services was cov- 
ered by this insurance, you would have an insurance company con- 
stantly reimbursing the Government for treatment accorded in the 
military facility. 

Mr. Eppy. If the provision in the present bill were included. Our 
suggestion is that there not be reimbursement for use of military facil- 
ities, that the savings be adjusted for in the rates. 

Mr. Buianprorp. Mr. Chairman—— 

Mr. Kitpay. Gentlemen, at this point, may I suggest that our coun- 
sel has had many experiences with the staff and worked on this and 
I think with Mr. Eddy, and that we permit Mr. Blandford at this 
point to develop the questions which will come up in those conferences. 
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Mr. Buanprorp. All right, sir. Thank you, Mr. Chairman. 

I think the first thing we better describe to the subcommittee, Mr. 
Eddy, is basically what we are talking about with regard to coverage. 
Let’s confine it now to plan 1. 

Plan 1 envisions a cost to the Government of approximately $100 
million a year based upon estimates furnished you by the Department 
of Defense; that approximately 40 percent of about 1 million depend- 
ents do not receive medical care today. 

Mr. Eppy. That is true. 

Mr. Buianprorp. And that, if you are going to give 100 percent 
coverage to that 40 percent, who do not receive care today, based upon 
those statistics it will cost the Government approximately $100 mil- 
lion for active-duty personnel and dependents to provide these people 
with medical care comparable to that which they receive today in a 
service facility. 

Mr. Eppy. That is so. 

Mr. Bianprorp. Now, you have based your statistics and your figure 
on what is known as an incident of illness rate. 

Mr. Eppy. ‘That is so. 

Mr. Bianprorp. In other words, you are assuming that you can 
guess the incident of illness; is that correct? 

Mr. Eppy. ‘That is correct. 

Mr. Buanprorp. You are assuming that you could estimate that in 
any given number of people there will be so many types of illnesses 
and that it will cost X amount of dollars for a period of 1 year to 
take care of that individual. 

Mr. Eppy. In broad terms, that is so. 

Mr. Buanprorp. All right. So what you are faced with here is a 
prediction on your part, based upon your past experience, based upon 
statistics that have been supplied to you by the Department of 
Defense ? 

Mr. Eppy. That is so. 

Mr. Bianprorp. Now, if it should develop that the statistics that 
were furnished to you are incorrect; in other words, if we find that 
there are going to be a large number of dependents who will want to 
take advantage of care in a civilian facility, then necessarily your 
premium will have to be adjusted upward ? ees 

Mr. Eppy. That is so. 

For illustration, if instead of 40 percent utilization it became 100 
percent, the cost would presumably go up two and a half times, or 
$250 million. 

Mr. Bianprorp. Absolutely. 

So it is impossible at this point for anybody in any program to 
say, “We will give you—guarantee complete coverage for all depend- 
ents of all service personnel for X-dollars,” unless you did 

Mr. Eppy. It is impossible for one to do it with wisdom. 

Mr. BLAnpForb. Yes, unless you did it on a renegotiation basis and 
said, “We will do the whole thing for $200 million and then come 
back the next year and renegotiate with you.” 

Mr. Eppy. That is so. 

Mr. Buanprorp. And that is what we face here, so far as costs are 
concerned, because we are trying to guess trends which have not yet 


developed. 
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Mr. Eppy. Yes. 

Mr. Buanprorp. Now, your plan 1, then, does not take into con- 
sideration any type of offset with regard to the Government charging 
you for a dependent who is hospitalized in a service facility. 

Mr. Eppy. That is so. 

Mr. BianprorD. In other words, you are assuming that the provi- 
sion in this bill which requires the Government to charge you when 
a dependent is treated in a service facility—you are assuming that 
that will go out of the bill because if it remains in the bill, you are 
assuming an additional 5 or 10 percent administrative factor. I am 
correct in that? 

Mr. Eppy. You are entirely correct. 

Iam sorry I did not make that clear. 

Mr. Buanprorp. Well, in other words, this bill would go up—the 
premium rate would go to $110 million if we are going to have this 
chargeback system. 

Mr. Eppy. It would. 

Mr. BLanprorp. Just on administrative costs alone. 

Mr. Eppy. That is true. 

Mr. BLanprorp. So you say—your $100 million represents the sav- 
ings, basically, that would result if there were no chargeback in this 
program. 

Mr. Eppy. That is true. 

Mr. Buianprorp. Your plan 1 also envisions that this will be a 
complete coverage. In other words, it will apply to every dependent 
in the armed services, regardless of where stationed or his situation. 
But you are also basing it on the theory that only 40 percent of those 
dependents will need your insurance protection at the maximum ? 

r. Eppy. Will need and will use it, yes. 

Mr. Buanprorp. Yes. 

Now, that is where we get into this incident of illness proposition, 
which I think is important to keep in mind. 

You are basing this purely on that sort of a proposition ? 

Mr. Eppy. That is correct. 

Mr. Bianprorp. Now, the only thing that you ask in plan 1 is that 
we spell out what a hospital is, because you say a hospital to you means 
one thing and a hospital in the military service is very clear, namely, 
that it is a building run by service doctors administered by Army, 
Navy, or Air Force, and therefore there is no problem involved. But 
+ ag you get into insurance coverage, a hospital can mean many 
things. 

aie That is true. 

Mr. Buanprorp. So you want the definition of hospital spelled out. 

Now, in plan 1, following the bill, you exclude certain things such 
as domiciliary care. 

Mr. Eppy. Yes. 

Mr. Buianprorp. You exclude chronic diseases. 

You exclude nervous and mental disorders, the same as they are 
spelled out in the bill. 

Mr. Eppy. Yes. 

Mr. Buanprorp. But your plan 1 does envision outpatient care. 

Mr. Eppy. Yes. 

Mr. Buanvrorp. In other words, under plan 1, an individual service 
dependent could go down to Dr. Jones and have his nose sprayed, if he 
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had a head cold, and then Dr. Jones would bill the insurance company 
for that? 

(Mr. Eddy nods.) 

Mr. Buanprorp. So obviously plan 1, at $100 million, does involve 
a very substantial administrative cost just to handle those claims com- 
ing from the individual practitioner. 

r. Eppy. Definitely. 

Mr. Bianprorp. Now, in addition you have set up in plan 1 what we 
call an indemnification program. Perhaps you could call it a stand- 
ard service program. But you call it an indemnification program, to 
this extent, that if a dependent goes to Dr. Jones for treatment for 
gallstones and Dr. Jones says, “Those gallstones are to come out,” then 
the dependent goes to the hospital and the gallstones are removed. 

Now, Dr. Jones can charge that dependent $50,000 for that operation 
or $50 for that operation, or if he is a fine upstanding citizen, he will 
use—he will look at the rating, the VA schedule 5 rating, and say, 
“Well, the VA would i $150. I notice that in this insurance 
policy you have allowed $150. I will charge you $150 as my fee as a 
surgeon.” 

You hope that will be the result. You can’t guarantee that the 
doctor won’t charge more, obviously. 

Mr. Eppy. That is true. 

Mr. Buanprorp. But we are assuming there is going to be general 
public acceptance of this whole program throughout the United States. 

Now, in addition to that, your plan 1 envisions preoperative care and 
postoperative care. 

Mr. Eppy. That is true. 

Mr. BuanpForp. So the individual can be treated beforehand and 
after the operation. Your program also envisions in plan 1 that a 
pregnant lady can go to a doctor and that all of her care will be 
provided for at insurance costs or under the insurance program, in- 
cluding postnatal care as well as the delivery of the child and her costs 
while in the hospital. 

Again, you cannot guarantee that the physician treating her will not 
say, “Well, I noticed you had a mink scarf and had diamonds around 
your neck when you came in. You can’t be too hard up. My bill is 
going to be $500. I normally get $150 for this delivery, but in your 
case it is going to be $500.” Because you are indemnifying that indi- 
vidual to the extent of a standard fee that is being charged on a 
weighted average throughout the United States based upon this VA 
schedule 5. 

Mr. Eppy. That is true. 

Mr. Bianprorp. Now, is that a fair résumé of plan 1? 

Mr. Eppy. It is both fair and exeellent, sir. 

Mr, Bianrorp. Thank you. 

Now, I ought to quit while Iam ahead. [Laughter.] 

Mr. Kinpay. Plan 2. 

Mr. Wirson. We are so confused we can’t even ask any questions. 
[Further laughter. } 

Mr. Buanprorp. [ might add that this also, as you indicated, includes 
home calls. How you are going to administer it, I haven’t any idea. 
But it does include home calls. And as you have indicated in your 
testimony, you are not going to question any doctor as to whether it is 
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necessary to make a home call. You are just going to pay the bill, 
isn’t that right? 

Mr. Eppy. It is the only solution. One has to assume that a call, a 
home call made by a doctor is considered to be medically necessary. 

Mr. Buanprorp. So any language we would put in the bill with 
regard to plan 1, such as the home call being essential, absolutely nec- 
essary, highly dangerous if a doctor doesn’t respond, is nonsense ? 

Mr. Epvpy. Would be of no help at all. 

Mr. Buanprorp. Right. 

Mr. Héserr. May I ask a question? 

Mr. Kinpay. Yes, Mr. Hébert. 

Mr. Heésertr. Mr. Blandford? 

Mr. Buanprorp. Yes, sir. 

Mr. Hepsert. In explaining this, may I try to make this point clear? 

Now, you are referring to the 40 million who would be covered under 
plan 1. 

Mr. Bianprorp. Forty percent, yes, sir. 

Mr. Héserr. Forty percent, let’s say 40 percent. And you are di- 
recting your attention to the fact that that 40 percent call on private 
physicians? 

Mr. Bianprorp. Well, actually, we are assuming not any given 40 
percent. We are assuming that 40 percent of the dependents will use 
this plan. Because those are the figures supplied by the Department 
of Defense. It is not a particular 40 percent. It is any 40 percent. 
That is why I emphasized the incident of illness, because that is the 
controlling factor insofar as these people are concerned. They can 
only go on the theory of incident of illness. 

Now, in the event that there is a 60 percent use of this plan, their 
premium obviously has to go up. So the best they could do was to 
base their cost on what the Department of Defense estimated would be 
the requirement for treatment in civilian facilities and by civilian 
doctors. 

Mr. Hésert. And that is on the presumption that you are dealing 
totally and entirely with the now uncovered 40 percent? 

Mr. Buanprorp. Yes, sir, and not taking into consideration—and I 
think that is a rather dangerous assumption—not taking into con- 
sideration the number of wives, for example, who for reasons of their 
own would prefer to go to a civilian facility even if they lived right 
next door to a service hospital. 

Now, I believe personally that this is a field in something we know 
nothing about and have no experience in. But they had to give those 
figures to the insurance company on their best guess. Whether they 
are right or wrong, only time will tell. 

Mr. Heéserr. Well, has any consideration then been given to the 
possibility of the 60 percent which is now covered and compelled to 
go to a service hospital, in event they, in that 60 percent area, would 
decide to go to the private physician ¢ 

Mr. Bianprorp. Now, that is right. That is why you get into this 


whole problem of premium costs. Because we are assuring that 60 
percent will go to a service facility for treatment. But I caution the 
subcommittee thta if there should be a noticeable trend among service 
personnel to go to civilian facilities, that this premium can double. 
Mr. Hésert. That is all. 
Mr. Harpy. Mr. Chairman. 
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Mr. Kitpay. Mr. Hardy. 

Mr. Harpy. I have just one corrolary question. 

If the premium on a 40 percent assumption is $100 million, does 
it follow that the medical services now being performed by service 
facilities on dependents has an insurance premium equivalent of $150 
million a year? 

Mr. Bianprorp. Are you asking me? 

Mr. Harpy. I am asking anyone that can answer me. 

Mr. Buanprorp. I don’t believe you can draw that conclusion. Be- 
cause you are talking about a 40 percent that are getting nothing today. 

Mr. Harpy. All right, but you have a 60 percent that are “getting 
something. 

Mr. BLanprorp. Well, if you are trying to translate the costs of 
medical care today and say that 40 percent of the—well, we will say 
two-thirds of the 60 percent are now being furnished care in service 
facilities for $100 million, and I think that is your question, I think 
there you run into the problem of the hospital having been constructed, 
the doctors being there to treat service personnel as well as dependents, 
and I think it would take a. Chinese lawyer to figure out the translation 
there as to what portion of that could be attributed to the cost of 
meg care on the basis that you have asked the question, Mr. 

Hardy. I doubt whether it can be done. I may be wrong on it. 

Mr. Eppy. If I might address myself to that ¢ 

If it were to be assumed that suddenly no care was provided by 
military facilities so that all care would have to be provided by civilian 
facilities, then the Congressman’s question I would answer “Yes.” 
The premium would be $250 million because we would have 100 per- 
cent coverage for all military dependents. 

Mr. Harpy. Well, you would—now, you stil! don’t have the ad- 
ministrative costs involved insofar as collecting the premium and that 
sort of business is concerned. So your $250 million would be low. 
Then we could assume insofar as the committee is concerned, based 
on this testimony, that there is a current value equivalent to $150 mil- 
Jion in insurance premiums being performed by service hospitals. 

Mr. Bianprorp. Well, what you are saying in effect, Mr. Hardy, is 
that today if they treated all service dependents 100 percent cover- 
age through these people here, we could do it at a cost to the Gov- 
ernment of $250 million. 

Again, I say that you are mixing service active duty personnel with 
dependents. So I don’t think you can come out with exactly that 
cost. 

Mr. Harpy. I understand, whatever way you put it, we would have 
to conclude that the value of the services being performed at the 
present time for dependents is equal to $150 million in insurance 
premiums. 

Mr. Buanprorp. You can make that conclusion. Whether it is valid 
or not, I don’t know. 

Mr. Arenps. Mr. Chairman. 

Mr. Kinpay. Mr. Arends. 

Mr. Arenps. Mr. Chairman, I think the counsel raised a very im- 
portant point a moment ago of having us recognize the danger of what 
might happen should more and more of these so-called dependents 
start to go to civilian facilities for treatment. And I think on page 4 
you just touched on this subject. I wonder if you might enlarge on 
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it a little bit; at the bottom of it, you say, “Such a parallel needs 
examination.” 

Do you mean that these individuals can get better treatment in 
civilian hospitals and expanded treatment, so to speak, than they 
might in military hospitals? 

Now, I raise that point for a very simple reason: This choice of 
doctors is very fundamental with a lot of people. For instance, I 
can go out to Bethesda Hospital, and I have no question about the 
ability of many of those doctors out there. But I have a private 
doctor in town, for various reasons, because I know the man and I 
have confidence in him, and so on and so forth. So I am just wonder- 
ing whether the time might not come where the dependents will say, 
“We can do better under civilian care than under service care.” 

Mr. Bianprorp. Mr. Chairman, in my personal view, that is one of 
the fundamental issues involved in this i matter right now. Be- 
cause if we reach the point in any program where we are holding out 
civilian facilities as being better than military facilities, you can start 
looking for a new program for making the service attractive for career 
doctors, because I don’t know where you are going to get them from. 

In other words, the doctor today in the service looks upon the treat- 
ment of dependents as a part of his professional career in the service. 
And if too many of these dependents go to civilian facilities and as a 
result the dependent care starts to drop and drop and drop and as a 
result your service doctor sees fewer and fewer different types of 
diseases, your resignation rate from the regular Medical Corps is going 
to go higher and higher and higher. I think it is just as clear as it 
san be. 

Mr. Kiupay. Is it correct, Mr. Eddy, that at this point you are 
talking about care in civilian facilities with no deductible provision ? 

Mr. Eppy. At this point we are doing just that. 

Mr. Kitpay. At this point. 

Mr. Eppy. And I do wish to make it clear to the committee that 
we did not intend to address ourselves to the question that quality of 
care is different in one facility than another. 

But the point we meant, Congressman Arends, was that in the mili- 
tary facility there is control. 

Mr. Arenps. That is right. 

Mr. Eppy. And in the civilian facility the patient himself or her- 
self does have a certain range of decision and desire as to what is used. 
And a doctor or hospital personnel cannot and does not say that this 
is needed and that is not needed. Those things are subjective. 

Therefore, when complete care is given, the individual has free rein 
of personal desire and can add to the cost of medical care unnecessarily. 

By way of illustration, and maybe it is a homely one, I have seen 
figures—I cannot recall them, but the American public is investing a 
staggering sum of money in vitamin pills. Now, vitamins are very 
good and doctors prescribe them widely. I suspect the public uses 
them more than they need to medically, even though they have to pay 
forthem. But imagine what would happen if each drugstore said the 
public can have vitamin pills freely, without cost. I imagine the 
already staggering sum would go up many many times. 

All of us have the human frailty, I fear, that we misuse things that 
cost us nothing. We overuse things that cost us nothing. 
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Mr. Arenps. That is why I tried to develop that point of view, Russ, 
because I think it is all important. 

Mr. Kiztpay. Wouldn’t this be a good point at which to go to 
plan 2% 

Mr. Buanprorp. Yes, sir. 

Mr. Kitpay. Because we have thoroughly in mind now that all that 
has been said has to do with no deductible features in the coverage. 

Mr. Witson. Mr. Chairman, just one point, on plan 1, before we 
get into plan 2, if you don’t mind. 

Mr. Kitpay. Mr. Wilson. 

Mr. Wi1son. It seems to me we are evolving for us a sort of a cost- 
plus feature under plan 1, whereby not knowing what the history 
will be as to how many dependents will actually be treated and allow- 
ing for renegotiation, what in effect we are doing is saying all depend- 
ents will be covered. ‘Those who actually come in for treatment—those 
costs will be charged against the Government, plus administrative 
costs of the insurance companies. 

Mr. Buanprorp. Well, may I say this, Mr. Wilson, that any plan 
that we adopt here is going to be a cost-plus plan. In other words, 
I don’t see how you can avoid coming up with a cost-plus plan. Be- 
cause I don’t believe anybody in their right mind is going to make an 
agreement with the Government to furnish full care for dependents 
except to the extent limited by their contract. 

Now, these people will give you a 40-percent coverage on an incident 
of illness based upon 40 percent of the dependents, 100-percent cover- 
age for 40 percent of the dependents. 

Now, what they can do—if you wanted to write it that way. When 
they reach the point where they had reached their 40-percent level and 
Mrs. Jones came in and she made it 40.0009, they would say, “Sorry, 
this plan doesn’t operate hereafter. We have reached the tenth month 
of its operation and from here on out nobody is covered.” 

You could do that, but obviously that wouldn’t work. So the only 
thing these people can do, or under any other program that comes in 
here, is to give you the best they can upon the estimates furnished by 
the Department of Defense. 

Mr. Witson. The amount of care that is provided is going to be the 
determining factor in this whole thing ? 

Mr. Buianprorp. Absolutely. Any plan you adopt is going to in- 
volve that. 

Mr. Bares. Mr. Chairman. 

Mr. Kiupay. Mr. Bates. If we want to eliminate national redtape— 
and under plan 1, since Uncle Sam is going to pay for everything any- 
way, why would it not be better for the doctors working through an 

insurance company to just deduct that from their gross income? 
| Laughter. | 

Mr. Harpy. That is a highpowered suggestion. 

Mr. Bates. If you want to really streamline this thing. If you 
want to reduce these administrative costs, with checks going here 
and there and everywhere. 

Mr. Kitpay. Mr. Eddy 

Mr. Bates. I would like to get his answer. 

Mr. Kirpay. If he wants to answer it. 

Do you want to answer it, Mr. Eddy ? 
71066—56—No. 5312 
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Mr. Eppy. I really don’t think that is an insurance question, sir. 

Mr. Bares. That is right. It is a question of policy and what 
policy should we use in formulating this legislation. 

I am just taking off from your own Suggestions, to eliminate as 
much redtape as possible. Instead of U ncle Sam sending checks to 
someone and they in turn sending it back again, and if you really want 
to get this thing streamlined 

Mr. Bianprorp. Except that will be a $9 fee on a $5 charge, to a 
certain point. 

Mr. Bares. You have to set up rates. 

Mr. Kintpay. Mr. Eddy, under this plan, there are no deductible 
features and the cost which you now estimate will be from 94 million 
to 104 million. 

We will pass to your plan IT. 

Mr. Kitpay. Mr. Blandford will go ahead. 

Mr. Bianprorp. Now we get into the first type of offset, we will 
say, to make this plan workable from a cost. viewpoint. 

Your plan 2—A envisions let’s say a somewhat restricted type of 
coverage, still with the intent of giving the dependent something 
that he does not have today for the 40 percent of dependents who have 
nothing. 

Your hospital rate I presume is going to be the same, 365 days cover- 
age. 

“Mr. Eppy. That is so. 

Mr. Bzianprorp. And you go on from there. You use the same 
schedule of fees for surgeons. 

Mr. Eppy. That is right. 

Mr. BLanprorp. Now you will have a VA schedule for the anesthe- 
tist. So there is basically no problem there. That seems to be fairly 
standard throughout the United States. 

Now you get to your first limitation on X-rays and laboratory fees. 

Now that is a maximum that you allow there of $50 during any 12- 
month period. 

Mr. Eppy. Under that specific provision. 

Under paragraph 6 

Mr. Bianprorp. Well, we get into the coverage afterward. I will 
get into the company insurance in a moment. 

In other words, the $50—the first $50 you are home free. 

Mr. Epvpy. Yes, sir. 

Mr. Bianprorp. So if you go into a hospital or even if you don’t 
go into a hospital, if little Billy Jones breaks his arm and the doctor 
says “Let’s take an X-ray.” And it is a green splint. fracture, or any 
kind of fracture—they take a picture of it and charge $5 for the X-ray. 

Hesetsthearm. That isthe first $5. 

Now you have $45 more to go for the rest of that period of time. 
You have 11 months to go to spend $45 on X-rays and laboratory's fees. 

Mr. Eppy. That is so. 

Mr. Bianprorp. Now Mrs. Jones announces that she does not feel 
well, and she is not quite sure what the cause is. So she goes to the 
doctor in a local community and he orders a urinalysis, blood analysis, 
complete blood count—the works. 

And she goes to a laboratory and for a fairly complete examination 
that is $25. 











5681 


That is $30 you have spent of your $50. Then if she has to go into 
the hospital after that and the bill starts to run up and you pass the 
$50 mark, she has had—the family has had—well, this is for each 
illness ? 

Let me get that straight first. 

This is based upon each illness, or for each family covered ? 

Mr. Eppy. This is for each person during the 

Mr. Bianprorp. Regardless of the size of the family, then? 

Mr. Eppy. That is right. 

Mr. Bianprorp. In other words, if there is a man with 6 children 
and all 6 of them break their legs, they would each have $50 X-ray 
lab limitation ¢ 

Mr. Eppy. That is so. 

Mr. Bianprorp. So actually for that family it is $300. 

Mr. Eppy. That is right. 

Mr. Bianprorp. So I better use the same individual in this case 
all the way through. 

Now once thevy—once the individual passes the $50 mark on X-rays 
and laboratory fees, then we get into our coinsurance. 

Mr. Eppy. That is so. 

Mr. BLanprorp. System. 

Mr. Eppy. Yes. 

Mr. Bianprorp. And we say to that individual “From here on out 
vou will pay 25 percent of the cost of all laboratory fees and X-rays in 
hospital or out of hospital?” 

Mr. Eppy. That isso. 

Mr. Buanprorp. Now the reason that you want—— 

Mr. Eppy. Although, perhaps I should say, sir, that the inhospital 
laboratory fees would be included under the $500 limit of hospital 
services. 

Mr. BLanprorp. Well—— 

Mr. Eppy. We were speaking I think of only out of pocket hospital 
laboratory fees. 

Mr. Bianprorp. When we get into the hospital, the $500 covers 
everything. 

Mr. Eppy. That isso. 

Mr. Buianprorp. In other words, that is room, board, special nurses, 
the works. 

Mr. Eppy. No. There is room and board—room and board is cov- 
ered for the semiprivate accommodation. 

Mr. Buianprorp. The $500 special nurses, laboratory fees, blood 
transfusions 

Mr. Eppy. Nothing for special nurses. 

Mr. Bianprorp. Then there is no special nursing. 

Now plan 1 did provide special nurses if necessary. 

Mr. Eppy. Special nursing comes in under major medical—private 
nurses, under section 6. 

Mr. Buanprorp. Well, now, plan 1 envisioned the use of special 
nurses wherever required. 

Mr. Eppy. That is—may I check ? 

In medical care excluded, page 4, H. 

Private nurses in or out of the hospital are excluded. 

Mr. Bianprorp. Yes, I see that. 
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Then special nurses are out under plan 1 or plan 2. But the point 
of plan 2, before we get involved in this $500 maximum coverage, life- 
time coverage and all that sort of thing. 

The idea of plan 2 is that you set certain limits. 

The 365 days of hospitalization is the same in plan 1, plan 2 (a) 
or plan 2 (b), as I understand it. 

Mr. Eppy. That is right. 

Mr. Bianvrorp. The first place where you really get to a limitation 
is on the $50 laboratory ar X-ray fee. That is the first, sir. 

Mr. Eppy. 2 (a) to a small limitation, yes. 

Mr. Bianprorp. Yes. 

Now the next thing is the $4-a-day hospital charge for the doctor 
who visits you while you are in the hospital. 

Mr. Eppy. Yes. 

Mr. BLanprorp. Now I presume—I don’t know. 

Is that $4 different than plan 1 envisioned under a VA schedule or 
does it happen to be the same? 

Mr. Eppy. I think I would term it as similar. 

Mr. Bianprorp. I am trying to see why you spelled out $4 a day 
for a hospital call under plan 2 and you did not mention it in plan 1, 
and I am assuming what you did not exclude in plan 1 you meant 
to include. 

Mr. Eppy. You are correct. 

Plan 2 has that restriction on doctor’s calls. 

Mr. Bianprorp. It was not in plan 1. 

Mr. Eppy. No. 

Mr. Buanprorp. So in plan 1 you did not have a limitation—there 
must be some type of a schedule some place that limits them, other- 
wise they could have a field day charging people in hospitals. So I 
presume there is a schedule of rating, probably in that VA schedule, 
is that right? 

Mr. Eppy. I presume there is some kind of schedule in the VA 
schedule. 

Mr. Bianprorp. Perhaps Mr. Williams can check that. 

Then we get to the major field here and that is your hospital cov- 
erage under plan 2 (a). 

Now as I understand it, the way you have written plan 2 (a) right 
now—correct me if Iam wrong. 

Once you are admitted to that hospital—let’s say you go in 2:30 
this afternoon and they start charging you at 2:31. You are in the 
hospital. The first $100 is on you, right ? 

Mr. Eppy. No. 

Mr. Buanprorp. That is why I want to get this major medical ex- 
pense as contrasted with hospital coverage. 

I know your answer, I hope, and that is—and I want to get into the 
cliscussion of major medical expense versus hospitalization. 

Now I am reading here: 





In addition to supplementary major medical insurance would pay benefits on 
account of covered medical expenses which exceed in any calendar year a total 
of $100. 

Mr. Witu1amson. That is in addition to. 

Mr. Eppy. That is in addition to the expenses that have been covered 
in other categories. 
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To use your illustration, I go to the hospital and I go into a semi- 
private room and I am in the hospital for not over 365 days. 

The insurance will pay the entire bill for room and board. The in- 
= will also pay all other hospital charges up to a maximum of 

500. 

Mr. Bianprorp. And it will pay 80 percent of all in excess of $500. 

Mr. Eppy. And will pay—it depends on the coinsurance factor. I 
have used 75 percent here. 

Mr. Buanprorp. Well, all right, 75 percent. 

Mr. Witx1amson. So it would pay 75 percent of all charges in excess 
of that $500, after the $100 deductible has come into being. 

Mr. Buanprorp. That is the point I want to get to. 

Now where do we start making the subtraction ? 

Mr. Eppy. Let us use for illustration a short stay in the hospital 
with extremely expensive hospital fees, perhaps a month’s stay, but 
hospital fees that would be $1,000. 

Mr. Buanprorp. All right. 

Mr. Eppy. The first $500 is automatically paid for. 

Mr. BuanpForp. All right. 

Mr. Wiu1amson. The first $500—the next $100 the patient pays for. 
The next $400 the insurance pays three-fourths of and the patient pays 
one-fourth. 

Mr. Buanprorp. Well, this is a middle man $100, then? 

So what you are in effect saying is that the $100 does not come in 
until you have spent the first $500 that you are covered by. 

Then the next hundred is on you. 

Then everything else beyond that: 25 percent is on the patient. 

Mr. WiL1AMs. That is SO. 

Mr. Buanprorp. Now that is the way that would work out. 

Now is that only for a person who is in a hospital 

Mr. Wuuiams. No, sir. 

If there were a very expensive illness that did not require hospital 
confinement, the patient—let us say the medical bills again were 
that $1,000, with no hospitalization. The patient would pay the 
first $100. The insurance would pay three-fourths of the remaining 
$900. The patient would pay one-fourth of that $900. 

So that on the total bill of $1,000, the patient would be paying in 
this illustration $325. 

The insurance would be paying $675. 

Mr. Buanprorp. Now that is over and above his expenses in the 
hospital for room and board. It is over and above surgeon’s fees. And 
it is over and above—well, and the first $50 of laboratory fees. 

Mr. Wituiams. That is so. 

Mr. BuAnprorp. So it does not sound quite as bad as it may, 
maybe as you put it, insofar as the individual is concerned, because 
in that illustration that you have used I would presume that the 
be hospital bill would be in the neighborhood of several thousand 

ollars. 

Mr. Witu1aMs. I was assuming—I made the assumption hoping to 
make the point clear that it was not a case of hospitalization but an 
expensive medical case. 

hose are very unusual, 


The expensive illness almost always have expensive hospitalization 
included. 








5684 


So there is a very large coverage for the hospitalization before the 
deductible comes into being. 

Mr. BLanprorp. Now the interesting thing as to plan 2 as I under- 
stand it is that it involves coinsurance and a iddleonin deductible 
provision, for want of a better expression. 

It does not include outpatient care as we understand the term, 
except after you have spent your first $100, is that right ? 

Mr. Wiitiams. That is so. 

Mr. Bianprorp. In other words, if you want to use up your cover- 
age by taking Johnnie down to the doctor at the corner and having 
him spray his nose at a cost of $5, that is on you? 

(Mr. Williams nods. ) 

Mr. Buanprorp. For the first 20 visits. 

Now of course this is on an individual member per illness basis, 
isn’t it? 

Mr. Wuu1ams. This is per illness. 

Mr. Bianprorp. So that Mrs. Jones is going to be paying out lots 
of $5’s to private physicians for each separate illness. 

Unless she hits—basically plan 2 is a hospitalization program. 

I mean that is what you are really trying to protect, is the individul 
who has to go to a hospital or a person who has a pretty serious dis- 
ability ¢ 

Mr. Witxiams. It would prove to be basically a hospitalization pro- 
gram, but it would cover also to the extent there are expensive illnesses 
that are nonhospital confinement ; it would protect them, also. 

Mr. Bianprorp. You might say this is the beginning of the coverage 
for catastrophic illnesses. 

Mr. Eppy. It is. 

Mr. Bianprorp. And this is our first view, then, of your proposal 
on a coinsurance deductible basis ? 

Mr. Eppy. That is so. 

Mr. Buianprorp. I don’t know—perhaps you don’t. I don’t know 
who is going to keep track of the number of times Mrs. Jones goes 
to the doctor and when this thing reaches in excess of $100. But I 
presume the theory here is that you will go to the same physician 
and that after the cost goes over $100 and she pays the first hundred, 
that from there on out the doctor will bill the insurance company ? 

Mr. Eppy. Well, Mrs. Jones will definitely keep track of it and she 
will submit her claim to the insurance company. We have no difficulty 
with that. 

Mr. Bianprorp. Let me see if I have that straight. Then this is 
going to be a case of where the individual dependent will have to 
bill the insurance company ? 

Mr. Bianprorp. Or send the claim in? 

Mr. Eppy. Present a simple claim. 

Mr. Buianprorp. Well, in other words you—of course there is no 
way you can control this. Of course you can’t tell a doctor he is 
going to have to bill you—although I suppose most doctors-—they 
process the claim themselves. 

In other words, Mrs. Jones signs the form ? 

Mr. Eppy. She signs the form. 

Mr. Buanprorp. He endorses it and sends it on ? 

Mr. Eppy. Gives the statement. 
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Mr. Buanprorp. Is the check made out to the doctor or Mrs. Jones? 

Mr. Eppy. Usually these are handled on the basis that the checks 
are payable to the claimant, the individual. I suppose perhaps not 
over 20 percent of our cases have assignments to doctors, so that the 
checks can be paid directly to the doctor. 

In hospitalization, the reverse percentage is true. And I suspect 
perhaps that we have well over 50 percent, perhaps as high as 75 per- 
cent of the cases where certainly in the urban areas we have direct 
assignment to the hospital, so it 1s direct payment to the hospital. 

Mr. Bianprorp. Will you explain to me what you mean ee a life- 
time maximum benefit of $10,000 ? 

That has never been clear in my mind. 

Because I can just see people letting their enlistments terminate 
for 1 day and then reenlisting the next day and then starting in a 
new contract. 

Mr. Eppy. We wish to have some control in protection against an 
abnormally expensive illness, so that once the individual had incurred 
an aggregate—not in any one year but in the aggregate of a lifetime— 
bills totaling that $10,000, then the coverage would terminate, protec- 
tion would be terminated. 

Mr. Buanprorp. Well, you see what you are getting into, at least I 
think you are getting into it, which is a pretty fantastic bookkeeping 
system, but perhaps not. 

In other words, you are saying in effect that any dependent through- 
out 30 or 40 years in the service—and we have lots of them—who uses 
up more than $10,000 worth of insurance is no longer insured. 

Now how much of a difference would that make in your contract if 
you abolish that ? 

Mr. Eppy. We are not trying to protect ourselves against the in- 
dividual who built up over 30 or 40 years $10,000 of bills. 

We are trying to protect ourselves against the chronic case, which 
presumably would be cared for in a military facility anyhow, if I have 
understood the Department of Defense. 

Mr. Buanprorp. Let’s get straight on that one, Mr. Eddy. This 
bill envisions that chronic illnesses will not be hospitalized, if you 
will. That, we eliminated. 

Now do you people propose to provide medical care for chronic 
illnesses ? 

I am thinking, for example, of latent tuberculosis. 

Mr. Eppy. For the first 365 days we do. 

Mr. Bianprorp. How about nervous and mental disorders ? 

Mr. Eppy. Nervous and mental disorders are excluded. 

Mr. Bianprorp. They are excluded in plan 1. 

Now let’s see—— 

Mr. Eppy. They are also excluded in plan 2. 

Mr. Bianprorp. Now, let’s just use as an illustration polio, which 
is probably a good example of what we are talking about. 

Your plan of course envisions that a person with polio would be 
treated immediately in a civilian facility and that all of the provisions 
that we have mentioned here would apply. 

Now, you would continue to licabenlie that patient to the extent of 
a maximum of 365 days and you would give that individual treatment, 
outpatient treatment—in other words, if they need rehabilitation, 
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hot water boths and all the sort of treatments they have for polio 
cases, your plan 2 would provide for that ? 

Mr. Eppy. That is so. 

Mr. Buanprorp. Now, at what point—just for my own edification. 

What is the distinction or how do you distinguish between a chronic 
illness and something that is not chronic. 

Mr. Eppy. We do not attempt to,sir. We terminate hospitalization 
coverage at 365 days of hospitalization. 

We terminate the major medical coverage at $10,000 of payment 
under the major medical section. 

Mr. Bianprorp. Now let’s say—just for the sake of argument— 
that the committee and the Congress would not go along with your 
maximum lifetime coverage. 

How much of a difference would that make in your premium, just 
roughly ? 

Is it substantial or is it insignificant? Is this something you would 
just like to have because you like to have some type of a restriction, or 
is this really of fundamental importance? 

I am aware of adverse selection and all that sort of thing. But 
we are assuming 100-percent coverage, here. You are going to make 
up on the peanuts what you lose on apples ? 

Mr. Eppy. Could I consult my colleague for a moment ? 

(Confers. ) 

Mr. Eppy. Mr. Blandford, I have to indicate some concern at re- 
moval of an overall limit. It would be difficult to judge what might 
happen. 

On general averages one would think that those expensive illnesses 
would be so infrequent that they would not affect the overall cost. 

On the other hand, removal of protective limits sometimes engen- 
ders expense that might not have existed otherwise. 

Mr. Buanprorp. Well, but you see the psychological effect. I am not 
going to argue about it, Mr. Eddy. But you see the psychological 
effect upon a man who is trying to decide whether he is going to send 
his wife to a service facility or a private facility where he has the 
option. 
<> has no idea what is the matter with his wife but he knows there 
may be a maximum coverage there. 

So I think one of the difficulties with this plan, is that a man—an 
appendectomy is one thing but a woman or a man complaining about 
aches and pains and not knowing what is causing it, knowing that they 
are liable to get socked for a portion of the cost in a private facility 
and they are not going to get socked for that same cost in the military 
facility—well it is not going to take much guesswork to decide where 
they are going. 

Mr. Eppy. I think if that lifetime maximum as expressed were a dis- 
couraging factor, that we could submit an alternative, after perhaps 
we had some discussion with you 

Mr. Buanprorp. Why isn’t your 365-day total coverage sufficient? 

I mean, at the end of that period the man or woman is no longer 
entitled to coverage. 

Do you mean some of these hospital bills actually in any 1 year will 
exceed, substantially exceed, $10,000 ? 

Mr. Eppy. We are not speaking of a single year. 
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Mr. Bianprorp. No; L know. In other words, I assume that at the 
end of 365 days that a person is not going to get back in the hospital 
on the same illness. 

Mr. Kinpay. May I suggest that apparently this is a matter that Mr. 
Eddy is not specifically prepared on, I mean the $10,000 lifetime 
maximum. 

May I suggest that we leave it at this point? 

Mr. Buanprorp. All right, sir. 

Mr. Kinpay. And go on. 

Mr. Eppy. And if I could perhaps submit to Mr. Blandford at an 
early date a suggestion, an alternative suggestion which would elim- 
inate this, 

Mr. Kinpay. Yes. 

Mr. Eppy. I would like to review it. 

Mr. Kuwpay We will proceed with the more general coverage. 

Mr. Buanprorp. Then we can summarize plan 2 (a) by saying 
that it is a combination of coinsurance and $100 deductable normally 
occurring in hospitalization cases afer the first $500 has been ex- 
pended, and otherwise the $100 deductible with regard to outpatient 
care being applicable at the early stages of the illness; is that a fair 
summary ¢ 

Mr. Eppy. That is right. 

Mr. Buianprorp. We have a maximum lifetime coverage with a 
reinstatement provision upon a finding that the individual has re- 
covered after $1,000 has been paid, and we won’t go into that at this 
time. 

Now that according to your figures will cost, for dependents of 
active duty personnel alone, the Government, based again upon the 
estimates that you have received, a maximum of $71 million as you 
can figure it right now. 

Mr. Eppy. That is so. 

Mr. Buianprorp. And if we add the dependents of retired person- 
nel — deceased personnel, that will increase the cost by some $32 
million. 

Now you can do the same thing, except make it a $50 deductible, 
and surprisingly enough, at least it surprises me, your costs only 
go up to $75 million. 

In other words, you can reduce your deductible from $100 to $50 
and at only an increased cost of $4 million a year. 

Mr. Eppy. That is so. 

Mr. Brianprorp. I suppose I could figure out by arithmetic why 
that is possible. It must be very simple to figure. I don’t know. 
But it is again based upon your incident of illness. 

Mr. Eppy. It is based on incidence of illness in 

Mr. Buanprorp. Of course this would be much more palatable 
to the serviceman. 

Mr. Kirpay. Oh, yes. The morale feature of that is tremendous in 
the service. 

Mr. Buanprorp. That I think is as much as we want to say about 
plan 2 at this time, until we get later on into this maximum coverage 
provision. 

Mr. Eppy. Yes. 

Mr. Buanprorp. That is basically it. It is with some restrictions 
on a coinsurance deductible basis, a combination of the two. 
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Now the distinction of course between the deductible and the coin- 
surance is that in the deductible the individual pays the initial first 
costs up to X dollars and thereafter when a. maximum has. been 
reached a percentage of the remaining costs? 

Mr. Eppy. That is so. 

Mr. Buanprorp. During the 365 days of coverage. 

Now of course you are aware that this bill has a provision in it 
i 18 now allowing an individual to be transferred to a service fa- 
cility or a provision where the Government would pick up the cost 
after a period of 1 year? 

Mr. Eppy. Oh, yes. 

Mr. Bianprorp. Or 4 months, actually, depending upon what the 
Government wanted to do. Which might, if implemented, make 
probably—I suppose it could have a very definite effect upon your 
premium rate, and I believe that when you planned—you wrote out 
these costs on the basis of 7792 and you did not have that provision 
in mind; am I correct? 

Mr. Eppy. That is right. 

Mr. BuanprorD. So that that might be reflected to the extent that 
it was implemented, might be reflected, in reduced cost of your 
premiums § 

Mr. Eppy. I think it would certainly over the long run make a lesser 
cost ; yes. 

Mr. Bianprorp. Now plan 3—— 

Mr. Miter. Just a minute, before you go on—would the gentle- 
man yield? 

Mr. BuanpForp. Yes, sir. 

Mr. Kinpay. Go ahead, Mr. Miller. 

Mr. Muuer. As I understand it, title II—B is in all respects similar 
to plan 2 (a) except the deductible feature; is that right ¢ 

Mr. Eppy. That is right. 

Mr. Miuer. Fifty to 100% 

Mr. Eppy. That is correct. 

Mr. Mitier. But all other things are substantially the same. First 
the $500 and then $50—— 

Mr. Eppy. I would say, sir, all other things are exactly the same. 

The only difference is $100 deductible has been dropped to $50 de- 
ductible. 

Mr. Mixer. I just wanted to verify that before we got away from 
that. 

Mr. Kitpay. I am amazed that your estimate is only $2 million more, 
from 66 to 68. 

Let’s go ahead 

Mr. Eppy. Well, actually it does seem strange, but $50 screens out 
most small claims, and the costs of-illness that run beyond that $50 run 
up into the larger sumes. 

So that changing from $100 to $50 we estimate increases the cost 
perhaps 3 to 4 percent. 

Changing from $100 to $25 would increase the costs better than 
10 percent. 

Mr. Kitpay. Go ahead, Mr. Blandford. 

Mr. BuanpForp. Now plan 3 seems to me to be a hodgepodge collec- 
tion of—I frankly would not expect any dependent to be interested in 
plan 3 because I do not think he could understand it. 
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I realize what you are getting at. It is a combination of a variety 
of deductibles, coinsurance, limited coverage. 

You are covered for this thing and you are. not covered for that. 
You get $25 deductible on maternity and you get $50 deductible on 
this. 

The man would be dead of appendicitis before he could decide to 
go to a service facility or civilian facility under plan 3. Each person 
would have to be supplied a copy of the policy. That would be what 
would bother me. 

In other words, he would not have the faintest notion what cover- 
age he had. 

Mr. Eppy. There would need to be a very clear descriptive state- 
ment. 

Mr. Buanprorp. I would much rather explain the Armed Forces 
reserve plan than try to explain plan 3 to service personnel. 
| Laughter. | 

I can run through this, Mr. Chairman. It is a pretty complicated 
plan. 

It has a $7,500 a year yearly provision, a $15,000 lifetime provision, 
a $25 deductible provision for hospitalization, with a $500 maximum, 
and then 75 percent coverage after reaching the $500. 

You are all right on your surgeon’s fees. I presume the same as 
the VA schedule, except you have a $25 deductible there. So the 
appendectomy will cost $25. 

t is a $25 straight deduction. And then you have $25 of the first 
initial costs in the hospital. You are covered for practically every- 
thing else until you get down to specialists and laboratory procedures, 
where there, again, you pay the first $50 and everything else the in- 
surance pays for. 

Then you get into maternity cases and it depends upon the type 
of pregnancy and the type of delivery. 

Then you get, again, into your $50 deductible on that. Except 
for the catchall $50 deductible at the end. 

In other words, you do give them that saving grace, that they don’t 
have to keep in mind all of these deductibles. 

After you spent the first $50 per member, I presume, everything 
else 

Mr. Eppy. Yes. 

Mr. Bianprorp. Is reasonably covered by this policy 

Mr. Mitter. Excepting the same accident under 5, where the de- 
ductibility would be applied only once against such an expense. 

Mr. BiaNnprorp. Yes, that is right. I had not noticed that, Mr. 
Miller. That is right. Which would be another complication for the 
dependent to try to figure out. 

And then, of course, a reinstatement. 

And then the amazing thing is after you get through with all of 
these hodgepodge of information your premium still is going to run 
about $63 million, which is approximately a difference of about $8 
million, from your other premium. 

Now I am sure that this has all been worked out on an actuarial 
soundness so you know exactly where you stand. But I am afraid it 
would be pretty confusing to the average dependents to try to figure 
out where he was covered and when he was covered. 
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This would be fine if you confined yourself solely to the individual 
snanene in an area where there was not a service facility within 500 
miles. 

But—because he would not have much choice. But do you agree 
that if there was any question of availability that there is very little 
likelihood that plan 3 would receive wholesale adoption by the depend- 
ent of people in the armed services? 

Mr. oer: Well, I am glad we submitted alternate plans, Mr. 
Blandford, because of your critical feeling toward plan 3. There has 
been greater, success with it than your criticism would infer. 

Mr. Buanprorp. I am sure that people who can sit down and spend 
the time to read the policy and get sick at the right times and have 
the right diseases and all that sort of thing are well covered. 
[ Laughter. | 

Mr. Bianprorp. I am not arguing with your coverage. I am just 
thinking of the average dependent who came into the service with 
the idea that she was going to have dependent coverage, and ends up 
in a civilian hospital because Sergeant Jones’ wife told her that they 
now had an insurance policy covering everybody, so go ahead and go 
to the hospital and then Hs she gets through she is going to find 
that she is paying the first $50 and then 25 percent of everything over 
X dollars, except the room and board is paid for by the day and then 
they came in and gave her a shot in the arm which must be paid for 
by her because she has to pay the first $5 of that. 

When you get through with all that, I am afraid you would have 
a pretty unhappy dependent under that. 

Mr. Kitpay. Mr. Eddy, under your plan 2, 2 (a) and plan 3 for 
that matter, you base it both on a deductible provision and coinsurance. 

Is it customary that the two go together in insurance of this type, 
both deductible and coinsurance ? 

Mr. Eppy. It is, sir. 

Mr. Kitpay. Do you for practical purposes, though, coinsurance, 
leaving out malingers, which your deductible will take care of in most 
instance, up to $500 the coinsurance is of practically no importance; 
is that right? 

Mr. Eppy. The first $500 for hospital fees: There is no coinsurance. 
It is full payment. 

Mr. Kitpay. He is covered for room, board, and other charges, up 
to $500, and then the $100-—— 

Mr. Eppy. No, sir. The coverage is for room and board in full. 

Mr. Kinpay. Yes. 

Mr. Epvpy. In semiprivate accommodations, up to a maximum of 
365 days, and in addition to $500 in full for other hospital services. 

Mr. Kitpay. That is what I was attempting to say. 

In other words, the patient who goes to the hospital will be taken 
care of as far as room and board are concerned up to 365 days. 

Mr. Eppy. Yes, sir. 

Mr. Kipay. And in addition, $500 of hospital services, before 
there is any contribution required. 

Mr. Eppy. That is so. 

Mr. Kinpay. By the coinsurer? 

Mr. Eppy. That is so, 
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Mr. Mituer. Mr. Chairman, then it means, Mr. Eddy, that the 
person who suffers a severe disability or sickness has the greater burden 
placed on him as that sickness progresses ? 

In other words, we are taking care of the fellow that breaks his 
arm, this green—what did you say, Mr. Blandford? 

Mr. BLanprorp. Green-splint fracture. 

Mr. Mirirr. Break, but where complications set in, osteomylitis 
or something of that kind breaks in. 

Then we begin to step up the responsibility under that case, on the 
theory that we are defeating malingers or people who would take—— 

Mr. Kinpay. No. 

Mr. Miter. Oh, yes; that is the theory it is based on. But you are 
leaving the burden on the person who suffers a severe disability with 
this deductible setup. 

Mr. Eppy. In asense that is so, sir. 

Mr. Mituer. Well, with the coinsurance theory, yes. Under the 
coinsurance theory you are stepping out right at the time when most 
people insure against severe impacts on their income due to sickness. 

r. Eppy. But there is in the bill, as Mr. Blandford mentioned, the 
provision for transfer to a military facility. 

Mr. Mier. I know that. But then we are talking about insur- 
ance, on this phase. There is a provision that he could be transferred 
to a public county hospitai or charity situation after his insurance ran 
out. Frankly that has never been my conception of insurance or one 
of the things you are trying to do. 

Mr. Kitpay. But can you buy a policy commercially that would 
protect against all of those ? 

I know you can buy any kind of insurance. But I am talking about 
the premium which you would have to pay. 

Mr. Eppy. Not to my knowledge, sir. 

Mr. Miter. I appreciate that, but I also appreciate this other 
thing. ‘This is another thing. You can’t buy this commercially 
because the Government is going through a lot of things. 

We are trying to take care—I am considering the morale factor, too. 

Incidentally, Mr. Chairman—I am not going to burden the record 
with that now. This is not the place to do it, in the record and that 
sort of thing. 

But we made a lot of references to this VA schedule 5. That may 
be a very voluminous thing. On the other hand, it may not be too 
great. Isit available? 

If it is not too big a document, can we have it furnished to each 
member of the committee ? 

Mr. Buanprorp. Yes, sir; we have the VA schedule. I have a copy 
right here. 

Mr. Kitpay. We will supply the members with that. 

Mr. MitzEr. Supply it, if it is possible. 

Mr. Bianprorp. May I develop 

Mr. Kitpay. Mr. Blandford. 

Mr. Bianprorp. May I develop with you one thing, Mr. Eddy, 
more or less in line with Mr. Miller’s questioning ? 

Suppose the subcommittee in its wisdom decided that the deductible 
feature was advisable to protect against abuse of any type of an insur- 
ance program and that would include both the outpatient type and 
the inpatient type—now I will post two questions with you. 
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Suppose that the committee insists that any type of insurance writ- 
ten be written for a maximum of 365 days coverage, without a coinsur- 
ance feature, could you and Mr. Andrews work out for us a rough 
estimate of the cost of such a program—I mean Mr. Williams; I am 
sorry. 

Mr. Eppy. We would be glad 

Mr. Bianprorp. What I am getting at is: I have been told that 95 
percent of all illnesses are hospitalized for approximately 30 days, 
that you are only talking about 5 percent of the people when you go 
beyond 30 days, and that a very high percentage of all hospital bills 
follow a pretty general pattern, and that if you used your same actu- 
arial equivalent for these dependents, who I assume are in the same 
physical condition as the general public, or perhaps better because 
of the fact their service member is probably a lot more health con- 
scious maybe than the average general public, which I think does 
enter into this—it seems to me that we are talking about a very 
limited amount of coverage, but we are imposing a coinsurance prin- 
ciple here which may defeat the very purpose of the bill. 

I mean to get some of this care in civilian facilities I am just 
wondering how much of an increased cost it would involve. 

Now, the second part of the question is this: Suppose this sub- 
commasitnn in its wisdom decided that we would go into an inpatient 

‘are program which would cover nothing more and nothing less 
re surgeon's fees and hospitalization, but we would want to give 
complete . coverage, using again the VA rate 5 schedule, but we would 
want complete, 365- day. coverage in the hospital, without any coin- 
surance provision, but with a deductible provision, be it $25 or $50. 

In other words, in addition would want to cover the individual for 
preoperative and postoperative, and, more significant, prenatal and 
postnatal care. 

Do I make myself reasonably clear? 

Mr. Eppy. Your question is clear, sir. 

We will be very glad to work out figures on different bases of 
coverage that you specify. 

Mr. “BLANDFoRD. What I have in mind, Mr. Eddy, is this, and I 
believe the chairman will permit me to say this: We are faced with 
many problems here in the committee. And one is a more or less 
dollar limitation on the amount the Government is going to pay for 
this program. 

In other words, the Bureau of the Budget, to get down to the prac- 
tical application of this legislation, has imposed, let’s say, a $76 
million limit. 

I believe the Department of Defense indicated that. Now plan 
II (a) is a straight cost of $71 million to the Government. That 
plan would work fine and the Government would pay the entire 
charge of that and still be within the $76 million. However, that 
does not include retired personnel or the dependents of retired per- 
sonnel or the dependents of deceased personnel. 

That is an additional $32 million according to your statistics to 
cover those people. 

That takes you approximately $30 million over the limit. 

Now you can let those people in if you charge 30 percent of the 
premium to all people who participate in the program, because that 
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would then bring down the cost to the Government—not your cost, 
but the cost to the Government. 

Then the question comes up as to whether you should charge active 
duty personnel 30 percent in order to allow retired personnel to come 
in within the dollar limitation. 

You see the problem that we are faced with. 

Mr. Eppy. I see. 

Mr. Bianprorp. Or is it better for the committee to adopt a pro- 
gram which will come up with a more limited type of coverage—that 
is, hospitalization, surgeon’s fees, preoperative and postoperative 
care, prenatal and postnatal care—and would that do it within a dollar 
limitation that would then permit the subcommittee to take into con- 
sideration the possibility of extending this to a larger group of 
individuals. 

Is that a fair question, Mr. Chairman ? 

Mr. Kitpay. Well, I am afraid that encompasses all that we are 
going to have to decide here. [Laughter. | 

Mr. Mutter. Mr. Chairman, I have a question. 

Mr. Kinpay. I had just this one point. Personally the thing with 
which I am the most concerned, and I believe it is true of the com- 
mittee, is the rate at which we are losing our career, regular per- 
sonnel. 

As I have expressed in these hearings, I feel it is not so much what 
they have lost as what the civilian population has gained since the 
social security program came into effect, and followed by group health 
and hospitalization insurance and so on. 

I feel that one of our principal justifications for adopting the pro- 
gram of this kind, if not the principal one, is to put the services at or 
on a competitive basis or a little above the competitive basis with 
industry on this matter, which was always available to the old time 
regular personnel prior to World War II because there was a com- 
plete balance between medical personnel, hospital facilities, and active 
duty and retired personnel. 

Do your plans II (a) and (b) put us on that competitive basis with 
industry which has programs of this kind? 

Mr. Eppy. Your question is do they ? 

Mr. Kinpay. Yes. 

Mr. Eppy. I think it not only puts you on a competitive basis, 
plans IT (a) and (b) would put you in the forefront. If competition 
is equality, you are ahead. 

You are on more than a competitive basis. 

Mr. Kitpay. Well, frankly I feel we must be ahead, because in the 
past before World War II the military were ahead on their retire- 
ment sytsem, on the availability of medical care and services, on quar- 
ters and all those things. They were ahead. It is not that they have 
lost so much as the others have gained. 

But are we—we would be on a competitive basis and better than a 
competitive basis, because there is no contribution. 

Mr. Eppy. There are a good percentage of plans in industry that 
are noncontributory. 

Mr. KiipAy. That is what I wanted to get. 

Mr. Eppy. There are many that are contributory. 

So you have patterns on both sides there. 
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To my knowledge, I know of no plan in industry that covers as long 
a period as 365 days. I think that full coverage for semiprivate ac- 
commodations is usually 180 days at the maximum, and most fre- 
quently just 30 days. 

Mr. Mitier. Mr. Eddy, in preparing these figures I assume that 
they were prepared from certain actuarial tables, the best that you 
have in this field ? 

Mr. Eppy. Yes, sir; the best of our statistics. 

Mr. Mitixer. What, sir? 

Mr. Eppy. The best of our statistics. 

Mr. Mitier. The best of your statistics? 

Mr. Eppy. Which admittedly have a certain range of uncertainty 
to them. 

Mr. Miuier. Well 

Mr. Eppy. This is 

Mr. Mier. I can appreciate that. 

Mr. Eppy. This is not always a precise business in spite of the fact 
that we have very able actuaries in it. 

Mr. Miiier. Because as I understand this is comparatively a new 
field from the insurance standpoint. You have not the tables that 
you have in life insurance, that have been developed over 100 years 
now ¢ 

Mr. Eppy. That is definitely so. And also there is a factor which is 
present to plague us which does not exist in life insurance. 

Mr. Miter. That is right. 

Mr. Evpy. The individual in life insurance is not normally one who 
wishes to collect a claim. 

Mr. Mitier. That is right. And as time goes on, we will have 
better figures. 

But am I right in assuming that most of these figures that you have 
used are figures from experiences that take place here in the United 
States ¢ 

Mr. Eppy. Yes, sir. 

Mr. Miuier. Now, then, we are talking about these 40-percent people 
who do not have coverage. 

I would assume that most of the dependents of military personnel 
in the United States, the greater percentage of them, live in or near 
installations where there are adequate hospitals and where they do 
get the coverage. 

The 40 percent, or a great proportion of them who do not get it are 
these dependents of military personnel whom we have scattered around 
the world, where the incident of very violent and bad diseases are 
very great. 

For instance, we have small installations in some of the under- 
privileged countries where amoebas and different forms of dysenteries 
are encountered, that can have a long effect, where undulant fever 
and these things are present. 

I am calling to mind a daughter of one of our colleagues who got 
undulant fever that has affected her for 2 or 3 years, in India. 

Mr. Eppy. However 

Mr. Mitier. That is one of the things that I have in mind when I 
say in this reinsurance thing we are going to affect the man at the 
wrong end of the scale, perhaps. 

Now have you taken those things into consideration for this 40 
percent ¢ 
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Mr. Eppy. I had understood that the purpose of the Department of 
Defense was to direct its interest in insurance toward those dependents 
who were in these United States, and that the coverage for those 
abroad would be handled either through military facilities or civilian 
facilities to the extent needed and on an—I had understood on a direct 
reimbursement basis. 

So the insurance was directed toward the problem only in the United 
States. 

Mr. Mixter. Of course, I can—your interest would cease there. I 
would want to inquire very carefully, though, as to those people who 
are stationed, Mr. Chairman, in many places that we know of where 
there is no medical facilities available in foreign countries. 

Mr. Kitpay. We will go into that. 

Mr. Miter. And those people who are going to bring back to this 
country some of these diseases that I described that can be rather 
terrifying I think as most of this committee that travel know. 

Mr. Eppy. When those diseases are brought back, they would be 
covered under this program. 

Mr. Miter. And that is where the trouble is going to come in. 

Mr. Kitpay. Mr. Eddy, we want to thank you. 

You have been most helpful. Of course, we are now in the very 
critical part of these hearings. 

There is no use for us to pass a law authorizing something that can’t 
be bought or authorizing anything until we know what it is going to 
cost. 

So we are appreciative to you and your industry and to Mr. Wil- 
liams for coming. And, of course, we are to hear Blue Shield and 
Blue Cross—as well as Group Health—and so on. 

It had been my hope that we would not have to meet this afternoon. 
We have out-of-town witnesses. I want the committee to come back 
if it possibly can at 1:15 so we can hear the others who are scheduled 
for today. 

We thank you, Mr. Eddy. We will be in contact with you, I can 
assure you of that. 

Mr. Eppy. Mr. Chairman, I thank you for the committee for coming. 
It has been a privilege to be here. I want to assure you again that to 
every extent Soe the msurance industry wishes to do everything 
they can to help you solve the problem. . 

Mr. Kitpay. We surely thank you, sir. 

(Whereupon, at 11:54 a. m., the committee recessed, to reconvene at 
1:15 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Kittpay. The committee will be in order. 
H. R. 7994. . 

I understand that the American Legion wants to submit a state- 
ment by Mr. Miles Kennedy, legislative representative. Without 
objection, it will be included in the record at this point. 

(The statement referred to is as follows :) 


We will resume on 


The American Legion appreciates this opportunity of presenting its views in 
support of proposed legislation to extend and insure adequate medical treatment 
and care for dependents of the armed services. 

71066—56—No. 53———13 
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During the 1955 national convention of the American Legion, the naval affairs 
committee, on which I was privileged to serve as chairman, considered and 
approved Resolution No. 448. This resolution was subsequently adopted by the 
convention as part of the report of the committee on national security and urges 
support of legislation and adequate funds for medical care for dependents of 
servicemen. 

We of the American Legion, have become increasingly concerned over the lack 
of adequate dependents’ medical care. We consider that this condition is one 
of the most serious matters affecting the morale of American military personnel. 
It has resulted in an adverse effect on any attempt to instill within American 
youth the desire for long-term military careers. 

As veterans of wars into which this Nation has been drawn, members of the 
American Legion lay great stress on the caliber of service personnel America 
needs to guarantee the ability of the respective services to fulfill their assigned 
missions. We recognize and have expressed deep apprehension over the severe 
decline in reenlistments that finds its origin in the loss of service attractiveness. 
The text of Resolution No. 443 is herewith submitted in its entirety: 

“Whereas the need to improve service benefits and the need to care for the 
physical well-being of military personnel and their families is evident to the 
President, to the Defense Department, and to the Congress; 

“Whereas the whittling away of many of these benefits is a false economy 
which ignores the fact that the combat effectiveness of the Armed Forces de- 
pends upon the morale of its personnel ; and 

“Whereas it is recognized that individuals entering the military service have 
been led to believe that their families would be well cared for, and this represents 
a moral contract by this country to members of the armed services; and 

“Whereas the medical care hitherto provided to dependents of military per- 
sonnel has been both inadequate and varied in extent and degree among the 
three services; and 

“Whereas it is recognized that medical hardships do exist within many of our 
armed services families; and 

“Whereas a uniform program for medical care for dependents of military 
personnel is in the interest of sound public policy and is an important factor in 
the creation and maintenance of high morale among Armed Forces personnel: 
Now, therefore, be it 

“Resolved by the American Legion national convention assembled at Miami, 
Fla., October 10-18, 1955, That the Congress of the United States be petitioned to 
take immediate steps which will insure the availability of physicians and facilities 
capable of providing complete care to the families of military personnel and that 
where such care is provided it be done so at Government expense.” 

We consider that improved service career benefits and attractions have a direct 
bearing on the ability of the armed services to retain their qualified personnel. 
A good example of this was last year’s action of this Congress to increase the pay 
of service personnel. The results of this one act alone have been extremely grat- 
ifying. We have been encouraged by the improved ability of the services to retain 
their personnel. As a matter of fact, the increased cost of this pay bill alone has 
already been well repaid by the decrease that has resulted in retraining costs. 
However, even with this improvement, we are a long way from the desired result. 

It has long been recognized that one of the traditional benefits to the service- 
man is that his family will be taken care of. This tradition not only rests on legal 
sanction dating back to 1884, but—and we consider this to be even more impor- 
tant—on a moral obligation upon the part of the United States Government. 
Unfortunately, however, the trend has been for some time past to whittle away 
and to minimize this country’s responsibility to dependents. It is not enough to 
think only in terms of planes, ships, and divisions. 

The situation has been further complicated by the fact that each of the three 
services operate under different ground rules. The net result is that medical 
hardships do exist within our armed services’ families, and if we are to create 
and maintain the conditions for a high morale among our armed services’ per- 
sonnel, we must, in the interest of sound public policy, provide for a uniform and 
expanded program of dependents’ medical care. 

We recognize the fact that military medical facilities are overtaxed. For this 
reason we consider that the provisions of H. R. 7994 not only provide a sound 
program but will materially decrease the drain on what we believe are inadequate 
military medical facilities. 

The unpredictable availability of dependent medical care has created a problem 
wherein, at the present time, some 40 percent of our military dependents are 
unable to avail themselves of military medical care. This condition is not created 





5697 


only by existing overtaxed facilities, but the factors of distance and unavailability 
of such care are also involved. When one considers the fact that there are over 
2% million military dependents, the magnitude of the problem becames imme- 
diately evident. 

It is not unreasonable that we consider that our military force, even as our 
Nation, is a substance of families. The families of our servicemen either sustain 
them or not in military life, depending upon how the military service sustains 
him and his household. We who are not members of the military service depend 
heavily upon our neighborhood communities with which we are identified and 
where our interests lie. Military dependents, on the other hand, must depend 
upon the military unit or station for community identification—their roots lie in 
the military system. When the system does not offer them the normal benefits 
that we associate with community life these dependents become, in fact, displaced 
persons in areas of questionable acceptance. 

As I have already indicated, the availability of medical care at the present 
time is largely restricted by existing limited military medical resources. It is 
unfortunate that resignations among our medical officers today far exceed new 
appointments. The ratio of service doctors to military personnel is steadily 
decreasing. We feel, therefore, that it is also imperative that early consideration 
be given to some means whereby this trend can be reversed so as to build up a 
military career medical program. 

All of our servicemen entering military life, whether they be inductees or 
volunteers, have been led to believe that their families will be taken care of. 
Enactment of H. R. 7994 will go far in providing the means to fulfill this moral 
obligation to the armed services. We of the American Legion urge favorable con- 
sideration by your subcommittee of the bill and sneedy congressional enactment 
of its provisions. 


Mr. Kirpay. When Admiral Kenner was before us, he stated that 


he would check a matter with the Commandant of the Coast Guard 
and submit his reply. I have it. I will read it into the record. 


JANUARY 27. 

My Dear Mr. CHAIRMAN: I wish to submit the following statement in the 
confirmation and support of Rear Adm. W. W. Kenner’s statement before your 
subcommittee on January 24, 1956: 

The Coast Guard has no objection to being included in title I of H. R. 
7994 so that dependents of members of the Coast Guard would receive the same 
rights, privileges, and benefits as authorized for dependents of members of the 
other Armed Forces. 

Very truly yours, 
A. C. RICHMOND, 
Vice Admiral, Commandant, United States Coast Guard. 

We have with us this afternoon the representative of the Blue 
Shield medical care plans and the Blue Cross Commission. 

Dr. Donald Stubbs, and Mr. E. A. Van Steenwyk, will you come 
around, please? Will you identify yourself and all those wtih you 
for the reporter, please, for the record ¢ 

Dr. Srusss. Mr. John Castellucci on the end, Mr. Jay Ketchum, 
Mr. Van Steenwyk, and Mr. F. P. Rawlings. 

Mr. Kintpay. And will you identify yourself, please, sir? 

Dr. Srusss. 1am Dr. Donald Stubbs. 

Mr. Kinpay. Go ahead in your own way. 

Dr. Srusss. Mr. Chairman and members of the committee, I am 
Dr. Donald Stubbs, engaged in the private practice of medicine in 
the District of Columbia. I am president of the board of trustees 
of the Blue Shield Plan operating in this community and am a repre- 
sentative of the medical profession on that board. I am also a mem- 
ber of the commission of the National Association of Blue Shield 
Plans and I appear today representing the national association as 
chairman of its Government relations committee. 

I am accompanied by Mr. Jay C. Ketchum, who is executive vice 
president of the Michigan Medical Service, and is a member of the 
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Blue Shield Government relations committee, and Mr. Castellucci, 
as named before, who is executive director of the National Associa- 
tion of Blue Shield Plans. 

Mr. Chairman, if we may at the end of my brief statement, we 
would like for Mr. Ketchum to make an additional one. 

Mr. Buanprorv. Dr. Stubbs, what you are giving is an introduction 
here to the other two gentlemen ? 

Dr. Srusss. Right. 

Mr. Kizpay. Very well, go ahead. And the other gentlemen can 
follow in the order which you desire. 

Dr. Stusres. Thank you. 

There are 70 Blue Shield Plans in the United States and its Ter- 
ritories, serving about 33 million people. Each of these plans was 
organized on a community basis and is approved by the medical so- 
ciety of the community which the plan serves. Because these plans 
were organized to serve local needs, they vary as to methods, scope 
of benefits, and amounts paid by subscribers. Whatever the specific 
provisions, however, al] these plans operate on a nonprofit basis. None 
of the income of any plan inures to the benefit of any private indi- 
vidual. 

The unique aspect of most Blue Shield plans is to provide a means 
by which prepayment programs can assure the average patient of 
service benefits with free choice of physician at a community rate on 
a not-for-profit basis. 

I have given you this brief and very general description of Blue 
Shield to illustrate our experience with medical care programs. How- 
ever, I am not suggesting that any existing Blue Shield program will 
serve to provide the scope of medical care for the dependents of 
servicemen which we understand is the objective of this legislation. 

As we understand it, the objective is to provide medical care to 
dependents either in military facilities or from civilian sources, but 
with the assurance that no additional charge will be made to the 
servceman for medical care rendered by civilians. If this is the 
objective, it can be met only by the doctors and hospitals of this 
country. 

We do not believe that any regular insurance operation nor any 
presently operated Blue Shield program can fill this need. For this 
reason we are not proposing that physician care for dependents be 
provided as a Blue Shield program. Instead, we believe that for 
any plan to be successful it must be especially organized for this 
limited purpose to attract the general support of virtually all doctors 
in civilian life, an even higher percentage than now participate in 
their local Blue Shield plans. In addition, the coverage for each 
patient should be broader than that now available under Blue Shield 
programs. 

Therefore, our major effort in studying this problem has been to 
ascertain at the grassroots how much sympathetic support can be 
obtained. As a result, we are convinced that nearly all doctors will 
suport a program in which fees paid in accordance with negotiated 
schedules will be accepted as payment in full, and that Blue Shield 
plans, as the accepted agent of the medical profession in nearly all 
areas of the United States, can provide the necessary organization and 
machinery to administer such a program. This program woud be 
on a cost basis with no addition for insurance reserves or profit. 
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In order to accomplish a program along the lines of these sugges- 
tions, the bill should provide clear authority for the Secretary of 
Defense to make contracts for medical care on a hometown basis. In 
addition, we think the bill should provide coverage for all military 
dependents for specified benefits or services without cost to the service- 
man, and that any deterrents on excessive use of medical care should 
be applicable to the care supplied by military facilities in the same 
degree as that rendered by civilians. In other words, within the 
scope of specified benefits and services, the medical care available to 
dependents, whether from military or civilian sources, should be 
substantially equivalent and at substantially the same cost to the 
serviceman. 

I am not suggesting that civilian care be completely coextensive 
with that available in military facilities. It may prove impracticable, 
for example, to provide for civilian doctors to furnish outpatient care. 
I am suggesting, however, that where specified medical care is avail- 
able from either source, the dependent should have free choice, 
uninhibited by financial considerations. 

We wish to emphasize the fact that Blue Shield is making no offer 
for itself. We are not expecting to derive any benefit for Blue Shield 
from the passage of this legislation. However, our services and expe- 
rience, based on a unique and intimate relationship with the organized 
medical profession, will be made available to the Government so that 
the medical needs of dependents of servicemen may be efficiently served 
with the support and approval of the medical profession. 

Mr. Chairman, thank you for the opportunity of appearing here 
for these brief remarks. 

Mr. Ketchum will continue certain other aspects of the bill in his 
discussion. If it is agreeable, I would like to defer answering ques- 
tions until the completion of Mr. Ketchum’s statement. 

Mr. Kirpay. The Chair will attempt to control that, Dr. Stubbs. 
Thank you very much, Dr. Stubbs. We will be glad to hear from Mr. 
Ketchum at this time. 

Mr. Kercuum. Mr. Chairman and members of the committee, I am 
Jay C. Ketchum, executive vice president and general manager of 
Michigan Medical Service, Detroit, Mich. I am also a commissioner 
of the Blue Shield medical care plan and a member of its Government 
relations committee. 

As Dr. Stubbs has pointed out, we believe that, in order to achieve 
the apparent objectives of this legislation including the desired bene- 
ficial effect on Armed Forces morale, it will be necessary for the Gov- 
ernment to assume the obligation of providing the dependents of its 
servicemen with needed specified medical services at the expense of 
Government. This, to be effective and equitable, must guarantee 
against additional cost to the serviceman or his dependent. 

We are of the opinion that such an obligation ean be discharged 
fully only by arrangements with the purveyors of the services. We 
do not believe it possible to accomplish this through the insurance 
or medical prepayment plans as they now exist, be they indemnity, 
service, or a combination of indemnity and service. 

In any event there seems no justification for the purchase by the 
Government of insurance against a total, unshared, responsibility of 
Government. Insurance works no miracles and reduces no costs. In 
fact, it increases the total cost of the services it provides. Included 
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in every promulgation of insurance rates is a charge for the factor 
of risk; for the safety or reserves factor, and a provision for expenses 
of administration. These factors are particularly important in a 
proposal of such scope as is here contemplated, in which experience 
is severely limited. 

The Government has sufficient resources available to discharge its 
assumed obligations. It has only to arrange an efficient and reason- 
able method of purchasing medical services, in the market, at nego- 
tiated costs, as it purchases other needed services or goods. Although 
insurance may be adequate and preferable in some cases, it cannot in 
this situation guarantee the delivery of needed services without addi- 
tional costs to the serviceman. 

However, there has been in effect and in operation since 1946 a 
method which has proven effective in the provision of medical service 
for Government beneficiaries. This is the so-called howetown vet- 
erans care program. Its method of operation is simple, effective, and 
efficient. contract is entered into between the Government and a 
medical society or its designated agency. Underlying this contract 
are agreements with individual doctors. This contract provides for 
the rendition of certain specified and authorized services in accord- 
ance with an agreed upon schedule of fees. Expenses of administra- 
tion are provided for in accordance with an agreed upon formula. 
The contract complies with all the standard requirements of Govern- 
ment contracts, with audit by the Government at stated intervals. 
There is neither profit nor loss to the contractor. 

Such contractors may be and are made directly with State medical 
societies, or with designated agencies. Blue Shield plans by virtue 
of their unique relationship with the organized medical profession 
in the various communities, and the experience gained in the admin- 
istration of their basic prepayment plans are peculiarly qualified to 
serve as agents. As an example of such an arrangement, the Michi- 
gan Blue Shield at the request of the Chief Medical Director of the 
Veterans’ Administration and the Michigan State Medical Society 
entered into such a contract in 1946. Underlying agreements were 
obtained with more than 90 percent of the doctors of medicine in 
Michigan. Since 1946, 785,846 authorized services have been ren- 
dered under this program for which there has been paid almost $10 
million in preagreed fees, at an administrative expense of less than 7 
percent. More important, needed services have been provided beyond 
the already taxed capacity of the local Veterans’ Administration fa- 
cilities. These services were provided with a free choice of doctors 
and without unnecessary travel and delay. 

We are convinced that such a program will most satisfactorily meet. 
the needs and divergent attitudes of all parties concerned with the 
responsibility for and rendition of care to dependents of servicemen. 

This program has the following advantages in that— 

1. It permits the most efficient and maximum use of whatever facili- 
ties and services are available at time and place of need. 

2. It recognizes the individual preference of the serviceman, or 
dependent, as to use of available service or facility at time and place 
of need. 

3. It can be designed to avoid the selection of military or civilian 
services on the basis of economic considerations. Deterrants against 
abusive use can be applied equally. 
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4. It avoid the necessity for preelection of options by the service- 
map at a time when intelligent election is impossible due to rapid 
and unforeseeable changes in local conditions. And with your per- 
mission I might add, with changes in the serviceman’s status and 
location. 

5. It guarantees, by contracts with the purveyors of services, needed 
medical care without additional cost to the serviceman. 

6. Costs to the Government will include only actual agreed upon 
fees and administrative expenses, without charge for the reserve or 
risk factors. 

_T. It can provide benefits so far uninsurable due to lack of expe- 
rience. 

Blue Shield, in most instances, cooperates with companion Blue 
Cross plans in the administration of its affairs. In this case, calcu- 
lation of unit and total costs to the Government has been made jointly 
and will be presented by the Blue Cross representatives during these 


hearings. 

Mr. a Thank you. 

Mr. Kercuvum. I sincerely hope that these remarks are helpful. 

Mr. Kitpay. Thank you, sir. They will be most helpful tous. We 
will now—who is your next witness, Dr. Stubbs? 

Dr. Srusss. Mr. van Steenwyk. 

This concludes the presentation of the statements by Blue Shield. 
As we said earlier, we are appearing with Blue Cross. 

Our statement has been directed largely to those of principle and it 
is a simple statement. If the committee would desire to question us 
on that part of the statement, we would be glad to do so now, or if you 
prefer to go into the details of the program itself they will be included 
in Mr. van Steenwyk’s statement. 

Mr. Bianprorp. I think we should question at this point. 

Mr. Kirpay. Very well. You go ahead, Mr. Blandford. 

Mr. Bianprorp. Dr. Stubbs and Mr. Ketchum, if I ask a question, 
an answer from any one will be sufficient. 

First, I think we better describe or explain the distinction between 
Blue Shield and Blue Cross so that we realize that what we are talking 
about here right now so far as the testimony has gone is the doctor’s 
fee and surgeon’s fee and we are not talking about any costs that 
happened the day he walks into the hospital, other than the doctor’s 
visit to the patient in the hospital; am I correct in that? 

Dr. Srusss. Yes, sir. 

Mr. Bianprorp. Now Blue Shield, contrary, I suppose, to popular 
belief, is made up of a series of medical societies, various medical 
plans, located in all parts of the United States. There is no such 
thing as a Blue Shield plan which is nationwide in its coverage; is that 
correct ? 

Dr. Srusss. That is correct. 

Mr. Buanvrorp. So that a Blue Shield coverage in Alabama could 
be considerably different from a Blue Shield coverage, we will say, in 
Boston ¢ 

Dr. Srupss. Yes. 

Mr. Bianprorp. And even the fees that are established for the par- 
ticipating doctors may differ considerably ? 

Dr. Srusss. Yes, sir. 
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Mr. Bianprorp. And as I understand it, approximately 90 percent 
of a general average of all the physicians in this program agree to 
those fees, with the exception of certain States which provide an 
indemnification program. In other words, part of Blue Shield op- 
erates on an indemnification program and part of them do not; is 
that correct? 

Dr. Stusss. That is correct, sir. 

Mr. Buanprorp. And in addition, under Blue Shield some States 
operate on an income limitation and some States operate on a straight 
indemnification without regard to income limitation ; is that correct ? 

Dr. Srvsss. That is correct. 

Mr. Buanprorp. What you are proposing right at this moment, 
without going into detail, is that Blue Shield act only as a fiscal agent 
in trying to bring together as you have done with other organizations 
and with different industries a program of providmg medical care 
insofar as the physician is concerned, and insofar as the surgeon is 
concerned, which will be applicable to the dependents of the armed 
services. 

You are proposing here to operate as the agent through whom the 
Department of Defense would operate in that you would go out in the 
field, make a tentative contract in an area, bring that contract back to 
the Department of Defense and say, “This is the contract we have 
made for the Arkansas-Louisiana area,” or whatever breakdown you 
have, “we will be glad to act as your agent.” Is that correct so far? 

Dr. Sturss. That is essentially correct. We are dealing with many 
individual doctors in semantics to some extent as Mr. Blandford 
recognizes in his statements here. The physicians of American have 
for a long time, as far back as we can go, been concerned about their 
direct relations with their patients. They feel that these contracts 
for patient care are personal contracts. So that your use of the word 
“agent” or aid of bringing the physician together with his patient, 
is essentially the duty that Blue Shield tends to perform. And we 
try to perform it on a community basis, with especially needs of that 
community in mind, so that those needs will vary from one com- 
munity to another as well as in amount to even the type of services. 

Mr. Bianprorp. That was the point I wanted to get to next. I 
assume strictly from the Blue Shield operation—let’s think of Blue 
Shield as a surgeon’s fee just for the time being. In other words, 
that is the individual service as contrasted with the hospital service 
which we will take up when we finish here. 

Now, do I gather from your testimony that you believe it is feasible 
for your organization to present to the Department of Defense an 
overall contract with regard to costs only—now, I am not saying that 
this will be the contract that will be controlling with regard to fees, 
but with regard to costs, which will be on more or less of a weighted 
average of all the remaining contracts that are being entered into 
through the country. In other words, you can say to the Department 
of Defense that to perform this service will cost $9.72 per month per 
member, knowing that the dependent in New Orleans is liable to get 
an operation for which the Blue Shield will pay him $150 and that 
same operation in Detroit, Mich., might cost $175 and in Butte, Mont., 
might cost $100. Am I correct in that so far ? 

Dr. Srusss. I believe it could be worked that way. 





Mr. Brianprorp. That is really what your proposal is here, that 
your rates that you are submitting or have submitted to the Depart- 
ment of Defense are a weighted average rate. 

Dr. Srurss. That is correct. } 

Mr. Bianprorp. On the theory that you are going to have a variety 
of fees depending upon what those fees are in various parts of the 
country as they are today under Blue Shield. 

Mr. Srurss. That is correct. What we have attempted to emphasize 
is that we can, we think, reduce services for the serviceman, that 
will cost, because of these factors, more in some areas than in others, 
but our estimated costs are intended to give the composite picture. 

Mr. Buianprorp. Now, it is further my understanding that you 
propose—and I think this should be made clear. You are offering 
your services here as an intermediary between the Government and 
participating doctors or the medical societies who in turn will contact 
the doctors. In other words, you yourself will not contact the doctors. 
You will contact the secretary or the resident of a local medical society 
who in turn will contact the doctors who make up the society, is that 
the way it will work? 

Dr. Strusss. I think we may well contact doctors directly in certain 
areas. This community aspect of the Blue Shield produces a varia- 
tion in local relationship. I think that the medical societies them- 
selves will be a party to the contract, because it is true that in all 
areas the medical societies must approve the local Blue Shield plan. 

Mr. Buanprorn. That is right. 

Dr. Srusss. But the Blue Shield plans have direct contacts with 
their other operations, with the physicians of the area. 

Mr. Bianprorp. Now, let me ask you a basic—I think a basic ques- 
tion, to your proposal. 

In going through the voluntary prepayment medical benefit plans 
that are now in existence, which I believe are Blue Shield or their 
equivalent, I have been struck by the fact that in some areas, which I 
was not aware of, you work on an indemnification basis purely. 

Now, I don’t suppose you could tell yet, except from your response 
from your grassroots reaction—do you believe, for example, that in 
an area today where Blue Shield operates strictly on an indemnifica- 
tion basis that you could get your doctors to agree to a service coverage, 
using that term in its accepted sense, in spite of the fact that they are 
operating a Blue Shield program which is based on an indemnification 
program ¢ 

Dr. Srunss. That was the reason for our emphasizing in my state- 
ment that we think from our responses to questioning on this point that 
we would get an even higher percentage of favorable response. 

We have a very high participation rate at this moment. In some 
areas, as in the present District of Columbia area, it is virtually 100 
percent of the physicians who are operating in the services that are 
offered by our plan, 

In the areas where there is only an indemnity program, however, 
this particular problem we believe, because of many aspects, would be 
treated outside of the Blue Shield program, and we have confidence 
that the physicians of America generally would feel that it is a good 
thing to support, and the testimony of the AMA tends to substan- 
tiate it. 
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Mr. Buianprorp. There are two questions, then. It is your opinion 
that the doctors of the Nation—and this of course goes back to the 
AMA testimony, and the questions were directed at AMA for this 
reason: It is your opinion that the doctors of this country would agree 
to two fund: imental and basic changes from that which exist today 
in om Blue Shield operations: 

They will operate on a service basis and give up in the indemni- 
fication principle—I am speaking now of the gal that walks in with a 
mink coat and a diamond necklace, who is the wife of a private, but 
nevertheless she has a mink coat and diamonds. And I am also talking 
about the other exception and that is the income level. I think they 
are both very basic to this whole question. And it is your personal 
opinion or the opinion of your organization that the doctors of this 
Nation will agree to operate this plan and participate in this plan, 
knowing that it is a service plan and knowing that there is no income 
limitation, am I correct? 

Mr. Kercuum. May I speak to that? 

Mr. Buanprorp. Yes. 

Dr. Stusrs. Mr. Ketchum can give practical experience on it. I 
can only give personal opinion. 

Mr. Kercuum. Our experience in our Michigan hometown care 
veterans program convinces me that the profession is willing to make 
an exception in certain categories of patients to their objection toa 
wide open service insurance plan. And I believe the dependents of 
servicemen can substitute a greater justification for that exception 
than even the veterans do. , 

Mr. Bianprorp. Fine. 

Mr. Kercuum. I am convinced that the majority of the profession 
in the United States for this particular category of patients will 
accept the fees which will be negotiated under the various fee schedules 
in the various areas. 

Mr. Bianprorp. That is excellent. 

Mr. Kercuum. But only for that category at this point. 

Mr. Bianprorp. Well, what you are saying is that you are warning 
this committee that if we have—if anybody should think that this is 
going to be the policy of participating doctors with regard to the 
general public, then we are quite wrong. 

Mr. Ketcuum. That is right. 

Mr. Buanprorp. That this will be the doctor’s answer to his agree- 
ment to meet an obligation which he recognizes, and that is adequate 
dependent medical care as an obligation of the Government, and he is 
willing to abide by a fee restriction or a maximum fee coverage 
regardless of income and regardless of any other factor. 

In other words, that is his answer to this question of providing 
adequate dependent medical care. 

Mr. Ketcuum. That is right, for many reasons. 

Mr. Buanprorp. All right. 

Mr. Ketrcuvum. I think, first—maybe this sounds a little corny on 
the record—for patriotism. 

Mr. Buanprorp. I don’t think it is a bit corny. I think you are 
absolutely right. 

Mr. Kercuum. I think most doctors realize the absolute necessity 
of creating morale in the Armed Forces and creating inducements 
to service. I think that is enough to answer that question. 

Mr. Buianprorp. All right. 
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Mr. Kercuum. There are other reasons, some of which may be 
selfish on the part of the doctors which leads to this conclusion. 

Mr. Bianprorp. Now, let me ask you this question. 

In regard to your statement that this program, as you envision it— 
and I think we must be careful to get away from the idea that this is a 
Blue Shield operation, because there are two basic and fundamental 
divisions between what you are proposing and the way Blue Shield 
operates. And I think it would be wrong—otherwise, you are going 
to confuse a lot of people that have Blue Shield protection now. I 
think it would be wrong to get the impression out that we are going 
to myers or suggest or yer the Department of Defense to nego- 
tiate for a Blue Shield plan or a commercial plan or anything else. 


In other words, this is different from Blue Shield in two major 


er", é 
r. Ketcnoum. May I attempt to assist you in this manner? 

We don’t intend to take a risk for Blue Shield in this program. We 
don’t intend to underwrite or insure the services to be provided de- 
pendents. We intend only to act as an intermediary. 

Mr. Buanprorp. That is right. 

Mr. Ketcuum. The word you used, to bring the doctors of the 
country and the Defense Department together, so that they will 
render service as needed and as specified to the dependents of service- 
men. 

Mr. Bianprorp. That leads me to the same—— 

Mr. Kercuum. At whatever it costs according to a fee schedule 
agreed upon with the doctors. : 

Mr. Bianprorp. Now, that leads me to the same question that I 
asked the life underwriters. You have of course proceeded on the 
assumption that 40 percent of the dependents who are in the conti- 
nental United States are not now receiving dependent medical care 
and that this program, therefore, would be applicable to 100 percent 
of those who are not now receiving dependent medical care, and on 
that basis you drew your rates, is that correct, or did you take—— 

Mr. Ketcnum. Our estimate of costs which Mr. van Steenwyk will 
go into in the presentation are based on that assumption, the only 
assumption that was given us by the Defense Department. 

I would say now that the Defense Department is wrong in their 
figure of 60-40. No one can be right. 

Mr. Bianprorp. I couldn’t agree with you more, Mr. Ketchum. 

Mr. Kretcuum. Because no one knows what effect a change in the 
method of providing care will have on the utilization. 

Mr. Bianprorp. And, again, I think that we must be very fully 
aware—and I think you gentlemen have stated it, the life under- 
writers have stated it. I don’t believe it is possible for any group 
to come before this committee and say they are going to give depend- 
ent medical care for X dollars, not unless they are going to cut it off 
after they reached X dollars. In other words, what you are saying 
is that to the best of your ability on the statistics furnished to you 

(Mr. Ketchum nods.) 

Mr. Bianprorp. You can provide this much service for X dollars 
per month. 

Mr. Kercuum. That is right. 

Mr. Buianprorp. Per member? 

Mr. Kercuum. Yes. 
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Mr. Buanprorp. And again it is on the incident of illness. And 
if the trend is toward civilian facilities and away from military fa- 
cilities, this cost can double. 

Mr. Kercuvum. That is right. 

Mr. Bianprorp. And you would have to enter into an agreement 
where you would have either a cost-plus or a cost-plus administration 
or something of that nature, and you estimate that your administra- 
tive costs would be approximately 7 percent, is that approximately 
right ? 

Mr. Kercuum. We estimate a little less than that. Administrative 
costs is in direct relationship to the volume of business handled, as 
it is in most businesses. 

Mr. Bianprorp. Now, let me 

Mr. Kercuum. There is a considerable volume in this that is not 
present in the Veterans’ Administration program. That is small, 
and as a matter of fact, is reducing from year to year, as these con- 
ditions are taken care of. 

Mr. Buanprorp. Now, let me ask you 

Mr. Kercuum. This would be a more efficient operation than that. 

Mr. BLanprorp. You are assuming, I believe—and correct me if I 
am wrong, Dr. Stubbs and Mr. Ketchum—you are assuming, one, 
complete coverage for all dependents? 

Mr. Kercuum. Complete in scope, do you mean, Mr. Blandford ? 

Mr. Bianprorp. In that every dependent is covered. 

Mr. Kercuum. Yes. 

Mr. Bianprorp. Now the estimate is something else. But you are, 
one, assuming complete coverage ? 

Mr. Kercuum. Yes. 

Mr. Bianprorp. Two, I presume, as you have indicated, you feel 
there should be no contribution on the part of the individual. This is 
100 percent Government program. 

Mr. Kercuum. That is right, or if there are deterrents that 

Mr. Brianprorp. But, three, that you will not as an insurer—I 
should not use that expression, but let’s use that for want of better 
expression. 

I don’t think you stated it. If you did, I missed it. I assume you 
feel this charge back for dependents who is hospitalized in a service 
facility isa lot of nonsense. 

Mr. Kercuum. That would not be necessary in the method we are 
proposing. 

Mr. Bianprorp. Had you assumed there would not be a charge 
back ? 

Mr. Kercuum. Yes. 

Mr. Buanprorp. In other words, that permits you to reduce your 
administrative costs. 

Mr. Kercuum. That is right. 

Mr. Buanprorp. Now if you have a charge back your administrative 
costs are going to go up that much higher. 

Mr. Kercuum. Yes, sir; thatis right. 

Mr. Bianprorp. As an offset to that cost. 

Now let me ask you this question, just in genera] detail at this 
moment. 

What type—now let’s forget the hospital. 














5707 


Let’s get the man into the hospital first. 

What will your plan cover? 

What will you exclude? 

Will you exclude nervous and mental disorders? 

Mr. Kercuum. Mr. Counsel, we can provide any type and any scope 
of medical care which the Government might desire, 

However, we have suggestions to make as to how far we think they 
should go in a reasonable provision of medical care for peopie in the 
categories such as the dependents of servicemen, which will avoid 
abusive utilization, excess costs and excess administrative costs. 

Now, it is a very involved and technical matter to discuss. 

I would say very offhandedly that perhaps as far as you should at- 
tempt to go at this point with the money which is to be available for 
this purpose—and that has been mentioned at about 75 or 76 million. 

Using our estimates of cost, providing care for all dependents re- 
gardless of where they may be or whether they may or may not 

Mr. Buanprorp. Of course, you are going to get right into Mr, Van 
Steenwyk’s hospital here in a minute. 

Mr. Kercuum. That is right. 

Mr. Bianprorp. All right, 

Mr, Kercuum. Whether or not medical services are available to 
them in a military installation or not, depending on validity of the 
statistics we have been given, we think you should restrict this program 
outside of the military to hospitalized illnesses, with the exception of 
certain specified services which can be provided reasonably in doctor’s 
offices or in the home. 

Mr. Buanprorp, Let me 

Mr. Kercuum. Not excluding the general home and office calls. 

Mr. Buanprorp. All right; let me just briefly say this. You think 
that for $76 as total premium cost, using the word premium cost in its 
accepted sense here. 

Mr. Kercuum. All right. 

Mr. Buanprorp. That you can provide prenatal and postnatal care 
and delivery costs. That is a very basic question. 

Mr. Kercuum. Yes. 

Mr. Buianprorp. Now you can provide, we will say, preoperative 
and postoperative care in cases that result in surgery ? 

Mr. Kercuum. Yes. 

Mr. Buanprorp. You do not intend to provide dispensary service ? 

Mr. Kercuum. No, sir. 

Mr. Bianprorp. In other words, you could come up with something 
comparable to the life underwriters in a deductible program of some 
kind, or would you say that your program envisions—with certain 
stated exceptions—no outpatient care. 

Mr. Kercuvum. I would say no outpatient care, but without the use 
of deductibles in the sense that the commercial insurance companies 
have used them. 

Mr. Buanprorp. Your deductible would be in the type of illness? 

Mr. Kercuvum. In the type of illness and in other deterrents, and 
the fact that hospitalized illnesses or the hospital cost may have a 
deterrent in it. : 

Mr. BLanprorp. Now, does your proposal suggest a 1-year coverage 
and all hospital costs ? 
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Mr. Ketcnum. Our proposal so far provides for all surgical costs 
in hospital medical care up to 120 days. 

Now I might say that beyond 120 days for the type of illness with 
which you are concerned the cost is a very minimal thing. 

Very few cases go beyond that time. That could be included prob- 
ably without any additional cost, at least up to 1 year. 

Mr. Bianprorp. What I am getting at: You could provide, then, 
for approximately $75 million a prenatal-postnatal care and hospital 
service for pregnancy. 

You can provide for preoperative and postoperative care for cases 
that require surgery. 

You will provide all surgeon’s fees from participating doctors. 

(Mr. Ketchum nods.) 

Mr. Buianprorp. Nothing in advance of the limitation, of course. 
You will provide all necessary hospital expenses on a semiprivate- 
room basis. 

Mr. Ketrcuum. Yes, sir. 

Mr. Bianprorp. You will provide room and board for 365 days, 
laboratory fees, X-rays, blood transfusions, everything that a sick 
person might encounter if he goes to a hospital. 

Mr. Ketcuum. Except private-duty nursing and a few things of 
that nature. 

Mr. Bianprorp. Except private nurses? 

Mr. Kercuum. Yes. 

Mr. Bianprorp. Now let me get what you mean, by a few things. 

Mr. Ketrcuum. For example, Mr. Blandford, it has been deter- 
mined by most of the people in this business, that is in the medical 
and hospital business—for example, blood is not a commodity that 
can be sold. 

The cost of making a transfusion, using whole blood, can be paid 
for, but blood itself is a commodity that should not be included in any 
such program as this, because of the abuse that can be created in cer- 
tain private blood banks and so on and so forth. 

Mr. Bianprorp. This would include giving the blood transfusion. 

Mr. Krrcuum. Right. 

Mr. Buanprorp. But not the blood ? 

Mr. Kercuum. There are many such small things of that nature. 
They are not important in themselves, but they should not be included 
in such programs. 

And it would take a long time to go into the details of all of those 
things. 

All of the major expense for hospitalized illness—surgeons, physi- 
cians in hospital medical care which you did not mention in your 
listing of services. 

Mr. Buanprorp. I consider that postoperative care, but go ahead. 

Mr. Ketcuum. I mean for medical cases, nonsurgical cases. 

Mr. Brianprorp. I see; all right. 

Mr. Ketrcuum. All obstetrical, pre and post, and deliveries wherever 
they occur. 

Mr. Buanprorp. Yes. 

Where do we cross the line here between acute and chronic cases? 

Mr. Kercnum. As Mr. Manton Eddy this morning pointed out it is 
an almost impossible thing, using public general hospitals, to deter- 
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mine the difference between acute and chronic as it has been—as it 
was attempted to be stated in the bills. 

I think perhaps a viewpoint is the determining factor in many cases 
as to whether a case is chronic or acute. 

Mr. BLanprorp. But you see, I am trying to put myself in the place 
of a dependent who is trying to figure out whether he is covered or 
not. 

Mr. Ketrcuum. We do not draw the line in Blue Shield. 

Mr. Bianprorp. You do not? 

Mr. Kercnum. No. 

Mr. Bianprorp. In other words—— 

Mr. KetcHum. We draw the line as to nervous and mental and 
tubercular. 

Mr. Buanprorp. I see. But in your case—of course you draw the 
line on cosmetic surgery ? 

Mr. Kercuum. Yes. 

Mr. Buanprorp. Let’s take a case of a clubfoot. 

Is that elective or what is it, in your book ? 

Mr. Ketcuum. No; that would be in the realm of a covered benefit. 
It is not an elective thing. 

It is something that the individual is born with. It needs attention 
and cure. 

Mr. Bianprorp. So in general we can say that your proposal covers 
everything except nervous and mental disorders, tuberculosis and 
mental disorders, tuberculosis and cosmetic surgery ? 

Mr. Kercnum. Right. 

Mr. Bianprorp. Generally speaking / 

Mr. Kercuum. More or less. 

Mr. Buanprorp. No home calls of course ? 

Mr. Kerchum. That is right. 

Mr. Bianprorp. But the things we have been talking about? 

Mr. Kercnum. We do not cover such things of course as conpen- 
sable injuries under workmen’s compensation. 

Mr. Bianprorp. Yes. 

All this you believe you can do for approximately $75 million, on 
the basis of the figures supplied to you by the Department of Defense ? 

Mr. Kercuum. Right. 

Mr. Buanprorp, I have no further questions. 

Dr. Srusss. May I comment, Mr. Chairman, briefly on what I con- 
sider the most important problem in this whole situation? 

Mr. Kinpay. Yes. 

Dr. Srusrs. The costs of medical care will depend upon two im- 
ponderables in general. The first of these will be the number of de- 
pendents of servicemen who receive that care, and that will depend 
on the estimates of the Defense Department being good or bad. But 
its number or its incidence of units of care that must be rendered. 

The second imponderable: Under an ordinary indemnity type of 
program or insurance program in the classic sense is the cost per unit, 
actually overall cost. It may or may not be met in full by an in- 
demnity program. 

Now, we would like to be able to control both of these factors. We 
feel that the proposal made here is the nearest to a control of either 
of them. 
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We think that the control of the unit cost of illness can be virtually 
complete under this proposal. 

Therefore, we are proposing that the matter be handled with the 
best facilities available, military or civilian, that the cost arrange- 
ments be worked out by negotiation at the local level as we have out- 
lined, and that this part of this, then, be essentially a control procedure. 

If there are more in the civilian hands than we contemplate although 
it may not be a net reduction in costs in the military facility, there 
will be some reduction, the overall cost to Government wherever they 
are handled will at least we believe, be on the most economical basis. 

We are proposing that the Government buy these services and pay 
just for these services on an agreed-upon basis exactly as it needs them, 
that they be administered on the most economical basis that can be 
provided and the Government pay that. 

We do not believe that the Government expects or would want to 
pay more or less than the cost of these services. 

Also, we do not believe that the Government should have to pay for 
insuring itself against variations from the risks that are there. 

Mr. Buanprorp. May I ask one additional question, Dr. Stubbs ? 

What type of restrictions would you impose to prevent abuses of 
hospitalized cases? In other words, how do you keep Mrs. Jones 
from dropping Junior off at the hospital and leaving him there for 
a couple of days because he has a headache ? 

Dr. Srusss. The problem that we have in Blue Shield in that regard, 
I believe, is similar to the one that would exist here. It is maintain- 
ing the best relations we can with the medical profession and always 
calling attention to the need not to have these abuses go up because 
we know that in the last analysis any abuse of this kind is born 
under these share-the-cost programs or spread-the-risk programs by 
the entire community. It is an educational procedure and we do not 
believe in Blue Shield that we can legislate on the details of medical 
practice. 

Mr. Bianprorp. May I ask you this further question. 

You think there would be any substantial reduction in your present 
estimate of the cost to the Federal Government if a deductible—not 
coinsurance but a deductible provision were made applicable to your 
type of program ? 

Dr. Stusgss. Mr. van Steenwyk will go into that briefly. 

We have merely stated here that whether it is in or out, it could 
be administered we believe. 

Mr. Bianprorp. I am speaking now just from the Blae Shield 
operation. 

Dr. Stusss. Just from Blue Shield? 

Mr. Bianprorp. Just from Blue Shield. 

Dr. Srusss. We have not considered it desirable to impose a deduct- 
ible because of the very difficult administrative problem. 

We feel that the treatment of the hospitalized illness is the big 
problem to the patient and that on the hospital side of this manage- 
ment the deductible can be far more efficiently and economically 
administered. , y 

Mr. BLanprorv, You see, I have one little difficulty and that is to 
try to separate the sheep from the goats here in this respect. 

How does a man know when he drops down to see the doctor whether 
he has an illness for which he is going to be hospitalized ? 
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Now, that may sound very naive, but it becomes of importance 
when you get into this whole question of whether or not I, as a depend- 
ent, will start off in a military facility or whether I will start off with 
a physician around the corner. 

I don’t know when I go to that doctor and complain of a pain in 
my back—of course, the first thing I think of is cancer, but after 
I have eliminated that I don’t know what I have. 

And I don’t know until after he has examined me. And I may 
run up a bill of a couple of hundred dollars before he finally tells me 
that all I have is a cold in my back and to go home and forget about it. 

And I am going to pay for all that. 

Now, if I went to a service dispensary, I wouldn’t have to pay any 
of that charge. 

Do you see the problem ? 

Dr. Srugss. I see the problem. But about the best personal answer 
I could give is that I would hope that by any move we make we could 
reduce the number of problems that we face. 

But I would hardly expect to be able to eliminate all of them. 

I think the problem here is a prejudgment which not only the 
patient is incapable of making accurately but so is the profession. 

If we draw a line anywhere, then that line is going to be difficult 
to evaluate with precise accuracy. 

And I feel that as far as the provision of medical care is concerned, 
it is always possible to say that if we spent a little more or we gave 
a little more attention to it we might be able to improve it. 

But in a practical world we have to consider the law of diminishing 
returns. We can go so far that our returns are not commensurate 
with the additional effort that we put out. And I believe that it will 
be a matter of policy as to where we try to draw the line. 

Now, we think we could draw the line most readily as between the 
hospitalized illness and nonhospitalized illness, as being roughly the 
division between major and minor medical exyense. 

But I am sure there would be problems of this sort—— 

Mr. Buanprorp. And that gray area is just the insoluble problem. 

Dr. Stuspss. Yes. I know we will always have trouble with it. 

Mr. Ketchum wants to talk about the deductibles, if he may, Mr. 
Chairman. 

Mr. Kitpay. Mr. Ketchum ? 

Mr. Ketrcuum. There is no question but the utilization of deductible 
insurance has been of value in reducing costs and utilization. The 
difficulty is to determine at what point the deductible feature ceases 
being just a deterrent to abusive use and becomes a burden which 
makes impossible the utilization of necessary services. 

And I think that is particularly true in this area of the dependents 
of servicemen. I have been privileged to spend a considerable amount 
of time on this particular problem in very many committees and 
discussions and considerations. I have been impressed with the fact 
that there are times when even a minimal deduction, deductible might 
make impossible the utilizing physicians of absolutely necessary serv- 
ices ae the dependents of servicemen, particularly those in the lower 
grades. 
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The amounts of dollars, cash that the serviceman has available to 
buy needed services of this kind is in some cases almost nothing, after 
he has done all the other things that he has to do for his family. 

Even a few dollars in a particular instance might result in the de- 
pendent receiving no care. 

Mr. Bianprorp. Except, I don’t see much basic difference between 
your proposal, which does not take care of outpatient care and a $25 
deductible. Because you can get the same result either way. In 
other words, if I, as a dependent—and say I am a private and nickels 
are mighty scarce. I don’t know whether I am going to be a hospital 

yatient if I go to a private physician until he finally puts me in the 
hospital. Now, if I am lucky enough to be put in a hospital, then my 
insurance covers me. But if Iam unlucky enough to have him say at 
the end of 4 or 5 visits, “There is nothing wrong with you, you go 
home,” then I am going to have to pay the bill. 

Mr. Kercuum. Mr. Blandford, as you stated you can buy as much 
medical care as the Government desires. 

Mr. Bianprorp. Oh, yes. 

Mr. Krercuum. In each instance, care which would result in this 
individual who does run up a large amount in home and office pro- 
cedures can be provided. 

But it becomes expensive. 

Mr. BLanprorp. Yes, sir. 

Mr. Kercuum. When you take the bars down. 

So the one individual who has a legitimate claim can have it, but 
permitting all the others who do not have legitimate claims to come 
in. There is no control. 

Mr. Bianprorp. That is really the basic purpose of a deductible 
program. 

Mr. Kercuum. That is right. 

Mr. Bianprorp. Is the control. What you are trying to protect; 
the man with a catastrophic instance. 

Mr. Kercuvum. Now, this particular case you speak of, legitimate 
‘ase you are speaking of is of great concern to the Government, and 
‘an be provided on a deductible basis with this program as well as 
with any other, in home and office. Deductible bears a direct relation- 
ship to cost, because first it picks up the original cost of a single case 
to whatever extent the deductible amounts to and reduces total cost 
by that amount. It comes out of the pocket of the serviceman in that 
case. 

Mr. Bianprorp. One further question before we pass on to Blue 
Cross. 

Your figures that you submitted are straight across the board on 
the service member, regardless of the size of his family? 

Mr. Sruses. Yes, sir. 

Mr. Bianprorp. In other words, your figure of X dollars for cover- 
age includes the man who has just a wife, and no children as well as 
a man who has a wife and 18 children ? 

(Mr. Stubbs nods.) 

Mr. Kirpay. Thank you, gentlemen. 

Now, the next witness, Mr. Stubbs? 

Mr. Srusss. Mr. Van Steenwyk ? 

Go ahead with your statement, Mr. Van Steenwyk. 

Mr. Van Streenwyk. Thank you, Mr. Chairman. 
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My'name is E. A. van Steenwyk. I am chairman of the Government 
relations committee of the Blue Cross Commission of the American 
Hospital Association, and executive vice president of the Associated 
Hospital Service of Philadelphia and the Hospital Service Plan of the 
Lehigh Valley. 

The 86 Blue Cross plans, which I represent, are local nonprofit cor- 
porations. In most States they were organized under special enabling 
legislation. Because of their unique arrangements with hospitals and 
subscribers they are in a sense partnerships between the hospitals and 
subscribers for the purpose of serving them both. They help hospitals 
because sick people who are protected by Blue Cross have their bills 
paid for their care on a basis which meets the hospitals’ costs. They 
help people in the same way, but in addition, release them from worry 
over hospital costs which results in earlier treatment and speedier 
recovery. 

Generally, their operations are supervised by the State department 
of insurance. 

While Blue Cross plans provide a kind of insurance against hospital 
bills, they are not insurance companies. The Blue Cross subscriber is 
provided the hospital service his doctor orders by the hospital. He is 
not indemnified a certain number of dollars per day, as under insur- 
ance policies, because no indemnity of an average amount per day will 
meet the needs of all sick persons. 

The hospitals in turn contract with Blue Cross to provide all of 
the services to Blue Cross subscribers at established rates or under a 
cost formula. They also back the Blue Cross with their assets so that 
the Blue Cross subscriber has a contract which is guaranteed by the 
member hospitals. 

As of June 30, 1955, the Blue Cross plans had enrolled 49,448,000 
subscribers. During 1955, the Blue Cross plans together paid hospitals 
about $800 million. The dynamic character of this program is readily 
seen when it is realized that 23 years ago the two Blue Cross plans, 
then in operation in Newark, N. J. and St. Paul, Minn., had but 15,000 
subscribers, and during the entire year 1933 paid hospitals but $15,000 
for the care of their subscribers. 

Each Blue Cross plan to be eligible to display the Blue Cross emblem 
must meet standards which protect the name of Blue Cross evervwhere. 
This program of standards is administered by the American Hospital 
Association and require: 

(1) that the plan offer service benefits to its subscribers, not indemnities 
against hospital expenses ; 

(2) that the member hospitals of the plan back the service benefits 
promised to subscribers with contracts which demonstrate the hospital’s 
responsibility ; 

(3) that the members of the board of directors serve without pay; 

(4) that employees of the plan be paid on a salaried basis, not commission ; 

(5) that the plan provide for adequate representation on its board of 
directors for hospitals, doctors, and the general public; 

(6) that subscribers be given free choice of doctors and 
hospitals ; 

(7) that the finances of Blue Cross be kept separate from that 
of any hospital; 

(8) that the plan report statistical and financial data on the 
same forms and in accordance with definitions used by all other 
Blue Cross plans to demonstrate its financial condition. 
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Because of the approval program as well as the intimate relation- 
ship betwen Blue Cross and its member hospitals, the Blue Cross 
plans are institutional members of the American Hospital Association. 
The Blue Cross Commission, which represents the plans nationally, 
is a part of the American Hospital Association, yet the commission 
has autonomy in its general operations. 

The record of Blue Cross enrollment growth is matched by its 
history of continually widening extent of coverage. Initially the 
coverage for employed persons was meager by present standards, and 
hardly any coverage was provided to wives and children. 

In St. Paul, where I began work in 1933, only 10 percent of depend- 
ents’ hospital bills were initially paid by Blue Cross. Later this was 
increased to 25 percent, then to 50 percent until about 15 years ago 
when the present policy of providing dependents the same broad 
coverage as employed subscribers was generally adopted. 

Gowth of the plans has not been at the same rate for all of this 

yeriod. For the first 5 years of the plans’ history only 1 million had 
ein enrolled. At the end of 10 years there were but 10,500,000 
subscribers. 

Almost 39 million additional subscribers have been enrolled in the 
last 15 years. 

The nonprofit character and tax-exempt status of Blue Cross has 
enabled the plans to keep their operating expenses at a minimum. 
Most plans now operate at from 5 to 8 percent of income, the national 
average for 1955 being about 6 percent. 

This includes expenses of every kind: Selling, administration, set- 
tlement of hospital bills, the entire operation. Ninety-four cents out 
of every dollar collected from subscribers is therefore available to pay 
hospital bills. In recent years from 89 cents to 92 cents out of each 
dollar has been paid for current hospital care of subscribers. The 
difference between the amounts currently ee for hospital care plus 
operating expense and the income from subscribers is set aside as re- 
serves for contingencies. Reserves of all plans as of June 30, 1955, 
amounted to $250 million. 

While the plans cooperate in matter of general interest, each is a 
local enterprise. Each is governed by its nonpaid local board of 
directors. All offer service contracts providing the type of hospital 
services generally available in its locality. 

Blue Cross benefits usually include ancillary services, such as labora- 
tory, operating room, X-ray, drugs, dressings, as well as bed and 
board and nursing service. Some of these services, if not provided 
for by Blue Cross are provided by local Blue Shield plans, companion 
nonprofit plans for medical and surgical care. 

In addition to providing hospital care to its own subscribers locally, 
some Blue Cross plans also act as “managing plans” in the matter 
of coordinating the enrollment of the employees of national em- 
ployers. 

For example: The Bethlehem Steel Corp. employees and their 
dependents wherever located all receive the same high level of Blue 
Cross benefits through a contract administered by the Lehigh Valley 
Blue Cross Plan. 

Employees and dependents of the United States Steel Corp. and 
many other steel companies are similarly served through the Pitts- 
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burgh Blue Cross Plan. The Michigan Blue Cross Plan acts in a 
similar capacity for enrollment of General Motors, Ford Co., and 
Chrysler Co. employees and dependents. 

Under some of these arrangements a uniform monthly rate for each 
covered employee is established without regard to number of depend- 
ents or the geographical variations in the cost of hospitalization, and 
the company pays the managing plan monthly for all employees 
wherever located. 

The managing plan then distributes the proper amounts in accord- 
ance with the number of employees and dependents and the cost of 
hospitalization locally to the participating Blue Cross plans. Each 
of the participating plans makés the same promise of uniform hos- 
pital service benefits, or local benefits, in accordance with the provi- 
sions of the contract with the company, to all employees of such 
company. 

Thus, even though each local Blue Cross plan maintains its auton- 
omy, it is able to become a part of a coordinated effort in serving a 
Jarge national employer. 

The Blue Cross plans nationally also provide: 

(1) Reciprocity of enrollment so that a subscriber moving from 
an area served by one plan may be transferred to another promptly 
without the imposition of waiting periods or penalties of any kind. 

(2) Reciprocity of service benefits so that a subscriber needing care 
while away from home will obtain service benefits in a member hos- 
pital of the Blue Cross plan where he is hospitalized. ) 

To facilitate this latter part of their national service, Blue Cross 
plans have installed interconnecting teletype service, and all hospital 
admissions of subscribers away from home are cleared through this 
on a daily basis. An interplan bank is maintained by the plans in 
Chicago which settles all cases involving subscribers cared for away 
from home between the plans monthly, much as a bank clearinghouse 
settles transactions between banks. 

In 1955 the interplan bank cleared cases involving $38,600,000 in 
payments to hospitals throughout the country for the care of sub- 
scribers provided hospital care in this way while away from home. 

(3) The Blue Cross plans have established an insurance company 

Health Service, Inc.), which is wholly owned by them. Health 
ervice, Inc., assists in meeting special needs of national employers 
which cannot be met by the plans themselves. 

(4) Every Blue Cross plan submits reports upon all its operations 
on a monthly basis to the Commission office which then reports to all 
plans on the results obtained by all. 

Statistical reports, financial reports, public relations, hospital and 
doctor relations program, reports upon enrollment, and so forth, are 
all cleared in the same way. 

(5) Each Blue Cross plan also agrees through the commission to 
participate with all other plans in all national programs. 

(6) Some plans have cooperated with the Federal Government in 
making arrangements for furnishing hospital care to veterans through 
contracts with their member hospitals. 

All have agreed to do so if desired. 

Mr. Ketchum has just explained that, so I won’t read that portion of 
the paragraph. 
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Organized national efforts of the kind just enumerated are necessary 
because of the special problems of large employers and because Ameri- 
cans are continuously traveling. These efforts reflect the recognition 
by Blue Cross that the basic problem is the fact that the cost of the 
hospitalized illness is large for the individual and unpredictable as to 
time or place or amount. 

This is why Blue Cross provides service contracts to its subscribers— 
paying the hospitals direct instead of paying the subscriber an amount 
per day when hospital care is needed. 

A sick man needs care—not dollars. He may need hundreds of 
dollars of hospital service in the first 2 or 3 days of care. Without 
service contracts to assure him that he will have no more to pay, 
hundreds of thousands of sick people every month would not have the 
advantage of speedy recovery due to absence of worry over the cost of 
hospital care. 

Another reason why Blue Cross offers a service rather than an in- 
demnity contract is because it more adequately adapts itself to the loca! 
cost of hospital care. Local costs of hospital care vary from $12 or $13 
per day in some parts of the United States to as high as $30 or $35 per 
day in others. This is particularly important to dependents of 
servicemen who are apt to move frequently. 

So far, my testimony has been concerned with the description of the 
Blue Cross plans, what they are, their development, and something of 
what they have done. 

I would like to next consider with the members of the committee why 
Blue Cross is interested in helping to meet the hospital needs of 
servicemen’s dependents, and how it might do so. 

One of our first reasons for being interested is the fact that many 
servicemen now continue their Blue Cross coverage for dependents 
when they enter the armed services. The plans generally provide for 
a lower rate for wives and children of men in service with the right of 
the serviceman to reinstate his coverage after separation from the 
service. 

This was also true during World War II when provision was made 
under the emergency maternity and infant care program to provide 
some coverage to wives and children at Government expense. But 
Blue Cross coverage, instead of providing only for maternity and 
infant care also provided, as it does now, for other diseases and acci- 
dents such as pneumonia, appendicitis, broken limbs, the costs of which 
had to be met by the serviceman for his dependents. 

Since Blue Cross did not exempt itself from liability for the condi- 
tions covered by the old EMIC program, this resulted in a waste of a 
part of the serviceman’s premium or duplication of the benefits 
provided by the Government. 

A similar situation exists today because in some branches of the 
service and in some areas care is provided in military hospitals to 
dependents of servicemen. It is an important part of the Blue Cross 
concept that the subscriber has a right to continue his coverage on a 
nongroup basis when he leaves his job. 

Thus, since men are continuously leaving their jobs to enter the 
armed services, thousands are continuing their Blue Cross for wives 
and children and will be reinstated as to their own coverage when they 
leave the service. 
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The expansion and development of our voluntary hospital system 
is the second reason for our interest in this matter. More than 95 
percent of all beds of the non-Federal Government general hospitals 
in the United States are under contract with local Blue Cross plans. 
The plans now cover the Nation. In addition, the geographical dis- 
tribution of Blue Cross hospitals, more nearly parallels the distri- 
bution of the population than is the case with military hospitals. 

Hence, existing facilities are now available from voluntary hos- 
pitals in areas where military hospitals either do not exist or would 
have to be expanded. 

For most people, it will come as a surprise that for all the strength 
of our voluntary hospital system and in spite of the vast amount of 
“free” care they provide to Son unable to pay, the voluntary hospitals 
derive more than 90 percent of their operating expenses out of pay- 
ments from Blue Cross, other insurance and patients. It follows, 
unless hospitals rates are to become prohibitive, that expansion of 
the voluntary hospitals to meet civilian needs requires that more of 
those who use the service pay for their care or have it paid for on 
their behalf by the responsible public authorities. It also follows 
that expansion of military hospitals to take care of dependents of 
servicemen, who are civilians, cannot help but diminish the rate 
of growth and development of voluntary hospitals. 

In broad public policy, therefore, Blue Cross and the hospitals alike 
are interested in the use of civilian hospitals to serve dependents of 
servicemen to the greatest extent possible. 

Health services are vital to all of our citizens, those in military 
service, their dependents, and civilians. Because of the rapid advances 
in medicine and administration they also tend to be continuously in 
short supply. 

We believe that it is a sounder public policy to expand and develop 
civilian facilities which might be as, to meet military needs in 
time of emergency than to extend military facilities which could not 
appropriately be used by civilians. 

In this respect may I assure the members of the committee that 
we are not here to sell the Government an insurance contract. We 
are here to offer our services only because it is our conviction that 
for the first time in world history the nonprofit plans of the United 
States have demonstrated that non-Government health-care plans can 
meet the needs of the citizens and avoid the limitations of Govern- 
ment medicine. We regard it as our responsibility to make available 
to Government the machinery we have devised to care for other 
civilians if Government undertakes to pay for care of dependents of 
servicemen who are also civilians. 

We understand the desire of the Defense Department, that depend- 
ents be provided hospital care in time of illness wherever they are. 
Yet, the expansion of military facilities for the care and treatment 
of dependents would, we believe, only result in greater public expense. 

The civilian dependent of a serviceman today is the civilian de- 
pendent of an ex-serviceman, a civilian of tomorrow. Development 
and strengthening of civilian hospitals on the other hand, would make 
them continually available for the dependents of those in military 
service today and tomorrow as well as for civilians in general. This 
is the broad and basic —- of Blue Cross and the American 
Hospital Association, to help the voluntary hospital system grow and 
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develop by caring for all civilians and to diminish as much as possible 
the establishment of duplicate military facilities for the care of de- 
pendents of servicemen. 

As I have indicated, Blue Cross, because of the individual plans’ 
contracts with hospitals, is uniquely able to provide benefits to service- 
men’s dependents on a service basis. In addition to being able to 
administer such a program through its existing organization, certain 
savings would accrue to Government because of the contracts between 
Blue Cross and hospitals covering their subscribers. In general, Blue 
Cross plans pay hospitals on a cost basis, not on the basis of the hos- 
pital’s charges. 

H. R. 7794 as introduced by Congressman Vinson on January 3, 
1956, includes, among other provisions—— 

Mr. Chairman, I have simply digested the provisions of the bill for 
purposes of the record and for purposes of ordering my own thought. 

If you would prefer that I would skip a page, I will be very happy 
to. 

Mr. Kiipay. I would suggest that they be included in the record as 
it appears in your prepared statement and that you pick up in your 
testimony where you feel it is necessary to coordinate. 

Mr. Van Sreenwyk. Thank you, sir. [Continuing:] That: (1) A 
basic insurance plan may be purchased by the serviceman to cover de- 
pendent spouse and children; (2) an optional plan may be purchased 
to protect his dependent parents and parents-in-law; (3) an optional 
plan may be purchased for additional medical care coverage. 

Under the bill, as introduced, the serviceman would be obliged to 
pay 30 percent of the basic plan cost and the entire cost of the addi- 
tional optional plans. The period of hospital care required of in- 
surers under the bill is not less than 4 months. The bill also provides 
that if care is required beyond the limits included in the insurance 
plan, the dependent may be transferred to military medical facilities 
or the additional expense in civilian facilities may be authorized by 
the Secretary of Defense. 

The bill requires that the insurer providing coverage under the act 
shall reimburse the— 





appropriation supporting the maintenance and operation of the military medical 





facility 
if care is provided in such military facility. 

Since voluntary purchase of insurance by the serviceman for his 
dependents is a basic consideration in the act, and since beyond this 
the serviceman’s dependents may choose whether to use civilian or 
military facilities, it would not appear that firm rates for insurance 
can be quoted for such coverage. The elements of choice—both as to 
coverage and as to where the serviceman’s dependent will be cared 
for—are such that firm quotations can only be based upon Defense 
Department estimates as to what choices will be exercised by service- 
man. An estimate of cost based upon such variables can be no more 
than an estimate. 

This is an important consideration because of the understandable 
desire of both the Defense Department and Congress to know the 
cost of such a program before committing Government in this matter. 

We have been told that approximately 60 percent of the service- 
man’s dependents’ care is now provided in Pit facilities and by 
military personnel. 





In establishing anticipated costs, therefore, the assumption could 
be made that 40 percent of servicemen with dependents would choose 
to be so insured; 60 percent may choose not to be insured since they 
have such service now available to them without cost. 

Yet no one can predict either the number of servicemen who might 
avail themselves of the opportunity to purchase insurance, nor the 
number of dependents who would choose to be hospitalized in military 
as 2 cme to civilian facilities. 

This was again the point which was made by Mr. Eddy and was 
referred to in other testimony today and I shall not bother to read it. 

Mr. Kitpay. It may be included in the record. 

Mr. Van Sreenyk. Thank you. 

The trend in the choices exercised will be determined by factors 
that cannot now be predicted with any degree of certainty. 

In this connection we seriously question the appropriateness and 
value of requiring the insurer to make payments, as the act provides, 
to the “Appropriation supporting the maintenance and operation of 
the military medical facility” when care is provided in military facili- 
ties to dependents. 

If approximately 60 percent of servicemen’s dependents’ care is 
now provided in military facilities and if a similar percentage will 
be provided im such facilities after a dependents’ care program is in 
effect, a large amount of unnecessary recordkeeping will be involved 
in payment by Blue Cross, if it were selected to provide the hospital 
service, to the appropriation, then billing the Government, and then 
being reimbursed by it. 

It would appear that such records as the military facilities would 
normally maintain would be adequate for Government purposes with- 
out adding the extra expense of payment by Blue Cross to such facili- 
ties and reimbursement to it by Government. 

I will pick up then on page 13. 

The last section of my testimony has to do with analysis of the 
problem, suggestions as to coverage and cost estimates if Blue Cross 
were to act for Government in accomplishing a dependent care pro- 
gram. 

The Defense Department wants to assure all servicemen that their 
dependents will be cared for in military or civilian facilities. Its 
problems in this respect run along somewhat as follows: 

1. Provision of medical and hospital service to dependents in mili- 
tary facilities now creates a considerable load for doctors in service. 
This results in the need for additional doctors and the complaint that 
doctors are being drafted to take care of dependents. 

2. The branches of military service have varying practices with 
regard to dependent care. Some branches provide much care, others 
little or none at all. Add to this the accident of where the dependent 
happens to reside, and the resulting inequities are a subject of dissatis- 
faction within the services. 

3. The reenlistment rate of men in service is a cause for concern. 
The older men with experience (and dependents) are attracted to 
industry partly because of better pay, but also because industry has 
developed such employee-benefit programs as health plans. 

While it would be generally concluded that the remedy to the situa- 
tion is more service to dependents, not less, this carries with it the 
necessity to consider a number of factors: 
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(a) The definition of dependents eligible for medical and hospital 
treatment: Dependents of servicemen now eligible to obtain care on 
an if-available basis include: 

(1) Lawful wife or dependent husband. 

(2) Children under 21 years of age and unmarried, including 
adopted or stepchildren and dependent children over this age 
who are physically handicapped and dependent upon the service- 
men for more than 50 percent of their support. 

(3) Parents and parents-in-law who are dependent for over 
50 percent of their support. 

(4) Widows and dependent children of deceased members of 
the Armed Forces. 

(6) The extent of coverage which is now provided and which has 
been assumed should be provided under any dependent-care program. 

(1) Diagnosis, in or out of the hospital. 

(2) Care for acute medical and surgical conditions, in or out 
of hospital. 

(3) Maternity and infant care. 

(4) Immunizations. 

(c) Amount of medical and hospital service now provided by the 
armed services to dependents. 

There but repeats figures which were provided to the committee 
by Commander Slatinshek. 

I pick up, then. 

During 1955 dependents were provided approximately 6,422,000 
days of hospital care. 

They received 15,106,000 outpatient visits ; 201,000 deliveries; 47,000 
complete physical examinations; 75,000 special examinations and 
tests; and 2,800,000 immunizations. 

The proposed bill recognizes that the morale problem is most acute 
for active-service men and makes basic coverage available only to 
wives, dependent husbands, children under 21 years of age, and phys- 
ically disabled children of such active-service men. This would seem 
to be reasonable and just. 

Such dependents are more subject to moving about because of the 
requirements of the services, and are less in control of where they 
might obtain hospital care. 

On the matter of extent and coverage, as provided for in the bill, 
there are valid questions as to whether diagnostic service on an out- 
patient basis, and home and office calls generally, should be provided 
other than in or through military facilities. 

It is a general truth that 50 percent of civilian medical care costs 
are those in connection with the hospitalized illness. 

The additional fact that this sum must be paid each year by only 10 
percent of the population is one of the reasons for the phenomenal 
growth of Blue Cross. If the benefits were to be less extensive, delet- 
ing home and office calls and outpatient diagnostic service, for 

instance, the program would be more in accordance with that gen- 
erally available in industry. 

Adoption of a policy of paying for the hospitalized illness of active- 
service men’s dependents in civilian hospitals, even up to 365 days, 
including inhospital surgery, inhospital medical care, and outpatient 
surgery, maternity and infant care, including prenatal and postnatal 
care of the mother, and infant immunization would go a long way 
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toward solving the morale problem of the services. All services now 
available in military facilities might continue to be made available 
with nominal deterrents against the abuse of the services. The serv- 
iceman is now subject to a charge of $1.75 per day when dependents 
use military hospitals. Such a charge would not be excessive and 
might well be made in civilian hospitals as well. 

While the cost of servicemen’s dependent care to Government has 
been analyzed and reported upon at various times, it is generally 
agreed that the estimates of cost are based upon assumptions which 
change with the extent of hospital facilities available for dependent 
care, the number of servicemen and dependents, the number of doctors 
in service and other such factors. 

With such indeterminate factors, in the estimates of cost, outright 
assumption of responsibility for all medical care provided to all 
servicemen’s dependents could, therefore, become an enormous com- 
mitment, even to the Federal Government. 

Yet, as a Nation, we need not choose between the extremes of pro- 
viding in civilian facilities all services to all dependents of all service- 
men or cutting out dependent care altogether. If a serviceman from 
Reading, Pa., for instance, could be assured that his wife or child at 
time of illness could be hospitalized in his local hospital attended by 
his hometown doctor, the Government assuming the responsibility 
for payment of care, he would not have to be also assured that each 
time his wife went to the doctor or required a diagnostic test that 
payment would be similarly made by Government. 

Indeed, there are other reasons than that of cost which suggest that 
for the present Government responsibility should be limited to active- 
service men’s dependents and generally to the cost of the hospitalized 
illness. 

In summary, Blue Cross stands ready to assist the Federal Govern- 
ment by making its contracts for service with its member hospitals 
available to serve dependents of servicemen on a coordinated basis. 

Under such a program, all Blue Cross plans, as they received re- 
ports from their member hospitals of the admission of a serviceman’s 
dependent would telegraph such information to the “managing plan” 
which would coordinate the program and which would be readily 
available to the Defense Department. 

The Defense Department on the basis of the information provided 
would authorize or deny provision of care to such dependent. The 
local Blue Cross plan, if so authorized, would pay the hospital in 
accordance with its regular contract for the care rendered to the 
dependent and bill its coordinating office which would in turn be 
paid by Government and remit to the local plan. 

No risk factor need be included in estimates of cost one of which 
has already been presented to the Defense Department because insur- 
ance is not involved, neither would a factor for reserves be necessary. 

We estimate that the entire administrative cost to Government of 
handling the hospital bills of the serviceman’s dependents would 
on this basis not exceed 5 percent. 

If analysis later determined that the cost to Blue Cross for doing 
this work is less than 5 percent an appropriate reduction would be 
made in the succeeding year. 

We believe that the Blue Shield plans could operate in the same 
way in the handling of medical and surgical bills of dependents of 





servicemen and that the coordinating office of the Blue Shield plans 
would be the same as that used by Blue Cross. 

This is now done regularly for innumerable large national em- 
ployers. I : 

If the coverage could be so limited, as referred to earlier, esti- 
mated cost to Government for the first year would be as follows: 
As I commented in my prepared testimony, we did provide an esti- 
mate of cost, using the benefits as they appeared in the bill to the 
Defense Department. This estimate of cost is based upon the limita- 
tion of benefits to exclude outpatient care and to exciude home and 
office medical bills. 

It will be noted that on the hospitalization side the total cost for 
all of the servicemen for the hospital—anticipated hospital cost 
would be $33,138,000. 

Mr. Bianprorp. What is your 60 percent? That is 60 percent of 
what, Mr. Van Steenwyk ? 

Mr. Van Sreenwyck. There is an error in that page. That word 
“civilian” should be changed to military. 

Mr. Branprorp. Oh, that is better. 

Mr. Van Sreenwyk. There is another error in the succeeding page. 
On the top line, the word “cases” should be “care.” 

Our original estimate to the Defense Department was based on 
120 days of care, rather than 365. This also alters that estimate in 
that respect. 

Mr. Bianprorp. I didn’t follow that one. 

Mr. Van Sreenwyk. Our original estimate to the Department of 
Defense was also based on 120 days of care, rather than 365. 

Mr. Buianprorp. This is the 365 days here now. 

Mr. Van Sreenwyk. This is the 365. This estimate also con- 
templates that the dependent would pay $1.75 in the civilian hospital 
as well as in the military hospital. The second portion of the cost 
estimate includes the hospital and medical-surgical care as described 
in the text above. On that basis, the estimated cost comes to $61,103,- 
000, for all of the wetive servicemen dependents, not including parents. 

If the parents are included in the estimate, the (b) section, under 
both Roman I and II, must then be added. 

But in the parents section we have estimated that every day of 
care and every item of service will be provided on a civilian rather 
than any portion of it being in the military, which is probably not a 
realistic estimate, but it expresses certainly the higher rather than the 
lower anticipated cost. 

Mr. Bianprorp. I don’t quite follow this outside the United States 
estimate. What are you anticipating there? A comparable pro- 
gram in which you will also act as agent for foreign countries that 
are participating in the program ? 

Mr. Van Sreenwyk. Yes. What we did, Mr. Blandford, was to 
extend our cost factor in the United States to include all of those 
persons and at the same costs. Because in our regular business now 
our costs outside the United States are so much lower than they are 
in the United States that we knew that that was a safe estimate. 

We don’t know how much less to estimate the cost outside the United 
States. 

Mr. Buanprorp. You can furnish hospital care 

Mr. Van Sreenwyk. And pay such bills. 
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Mr. BuanpForp. And medical-surgical care for a man and his family 
for $4.37 a month ? 

Mr. Van Steenwrk. Not a man and his family. 

Mr. Buanprorp. Well, his family, exclusive of the man. 

Mr. Van. Steenwyk. His family; yes. 

Mr. Buanprorp. All of his family. 

Mr. Van Sreenwyk. Yes. 

Mr. Buanprorp. Now, when you take the word “unit,” that is the 
family unit you are speaking of? 

Mr. Van Sreenwyk. That is right. 

Mr. Huppieston. No; that is for individuals. 

Mr. Buanprorp. No; that is the unit cost. That is the family unit 
you are speaking of. 

Mr. Van Sreenwyk. That is right. 

Mr. Bares. Parents and children. 

Mr. Van Steenwyk. That is right. 

Mr. Bares. We save a lot of money here. 

Mr. Buanprorp. Shall we develop this? 

Mr. Kitpay. I want to ask one question and then you may proceed. 

Mr. Van Steenwyk, in these instances where you service large 
national employers, do those customarily cover parents ? 

Mr. Van Streenwyk. They do not. 

Mr. Kitpay. It is the man and his immediate family always? 

Mr. VAN Strernwyk. Yes. 

Mr. Kimpay. In all those instances. 

Mr. Blandford. 

Mr. Buanprorp. Yes, sir. 

Mr. Van Streenwyk. I would say this one other thing, Congress- 
man: It is our practice in Blue Cross and Blue Shield to make avail- 
able at 1 or 2 or 3 times a year an opportunity for the entire commu- 
nity to enroll, and many of the parents are enrolled in that way. 

Mr, Kiwoay. Under their own contract ? 

Mr. VAN Steenwyk. Under their own contract. 

Mr. BuaNnprorp. Just in going through the testimony, first, Mr. 
Van Steenwyk, I notice that you say that Blue Cross offers a service 
rather than an indemnity contract, because local hospital costs may 
vary from a low of $13 to a high of $35. I presume if you lived next 
door to Cedar of Lebanon; or whatever that big hospital is where all 
of the movie stars go to, that is high, compared with something else 
someplace else. 

It is your idea, of course, that this hospital coverage will be a service 
contract ? 

Mr. Van Sreenwyk. Yes. 

Mr. Buanprorp. And we are dealing here with a much more man- 
ageable subject, because it is easier to deal with a hospital than it is 
with 220,000 physicians. So the administrative problem there is a lot 

easier. 

Now, let me ask first in regard to your hometown care program, Dr. 
Stubbs. Blue Shield operates through VA. Is that on a contract 
basis with VA? Are you the agent for VA in this hometown care? 

Dr. Stusss. I will let Mr. Ketchum answer that because he actually 
administers it. 

Mr. Ketcnum. The Blue Shield plan in Michigan, as an example, 
under our several other such contracts throughout the United States, 
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acts as the contracting party in behalf of the Medical Society of 
Michigan, with the Veterans’ Administration. 

Mr. Bianprorp. Now, is that just recently renewed, or what is the 
situation ? 

Mr. KetcHum. Yes; as a matter of fact, 1 have the current con- 
tract in my portfolio here with me, just in case somebody did ask me 
about it. 

Mr. Buanprorp. That is for Michigan? 

Mr. Kercuum. This contract is just for Michigan. 

Mr. Buanprorp. Do you know how many other places in the United 
States Blue Shield acts as the agent ¢ 

Mr. Kercuum. There are six in effect at the present time. There 
were, I believe, 11. 

Mr. BLanprorp. Yes. 

Mr. Kercuum. These contracts were entered into at a time when 
the VA was desperate in that they had inadequate facilities in many 
places and Michigan was a particularly difficult area. The need for 
this contract with the Veterans’ Administration has decreased over 
the 10 years that this contract has been in effect. 

Mr. BiaNnprorp. Of course, this is outpatient care. 

Mr. Kercuum. Not necessarily outpatient. It may be in the hos- 
pital, it may be—— 

Mr. Bianprorp. Do these private physicians enter VA hospitals 
and use their facilities ? 

Mr. Kercuum. No. They operate in their own hospitals. This may 
be home and office care. It may be examinations for pension purposes. 
It may be surgery. It may be hospitalized surgery or Sivepitel-snsdiea! 
care. 

Mr. Buanprorp. Then that gets into Mr. Van Steenwyk’s bailiwick ; 
then you also operate on a hometown care for VA ? 

Mr. Van Sreenwyk. That is right. 

Mr. Bianprorp. In other words, you take the VA patient in the 
hospital on an agreed rate with the VA;; is that right? 

(Mr. Van Steenwyk nods.) 

Mr. Bianprorp. Now 

Mr. Van Sreenwyk. Yes. 

Mr. Krercuum. I would like to keep the record clear. This is only 
for service-connected disabilities. 

Mr. Buanprorp. I don’t want to get into that. 

Mr. Kercuum. No. Laugier? 

Mr. Bianprorp. Now, as I understand the proposition here, you 
have referred to 1 organization, 1 committee, or 1 commission that can 
handle this negotiation of Blue Shield and Blue Cross for the Govern- 
ment. What do you mean by that? Would you create 1 or do you 
have 1¢ Who is the—— 

Mr. Van Steenwyk. We would most likely use a local plan. 

The way this is done is to use the local plan where the home office of 
the national concern—at the home office town of the national concern. 
We might use the Washington Blue Cross-Blue Shield, for instance, 
as the coordinating agency. 

Mr. Buanprorp. I see. 

Mr. Van Streenwyk. Or one might be created for that special pur- 
pose. 





Mr. Buanprorp. Do you envision—am I correct that you envision a 
program under which a master contract will be written with the De- 
partment of Defense covering medical and surgical fees and hospitali- 
zation ? 

Mr. Van SteeNnwyk. Right. 

Mr. Bianprorp. A master fee. 

Then at that point you turn over to Blue Shield the problem of go- 
ing out and contacting the doctors ? 

(Mr. Van Steenwyk nods. ) 

Mr. BLanprorp. Who will agree to participate on a fixed-fee basis. 
You in turn—a much easier assignment at this point, contact the hos- 
pitals, the same as you do today. And out of that combination comes 
this very, to me, astounding figure of $4 and some odd cents a month 
per family unit, under which you will agree on the statistics furnished 
to you by the Department of Defense to provide service to the de- 
pendents of service personnel. 

Now, you limit that, of course—you eliminate home calls, you elimi- 
nate all diagnostic service that does not result in hospitalization, but 
you do cover prenatal and postnatal care—which is quite important in 
this whole program—and you do, of course, cover all reasonable hos- 
pital charges except for blood, I guess, and a few other things that 
we talked about here. And all of that you offer this committee for 
$4.37 a month; is that correct ? 

Mr. VAN STeEENWYK. Well, let me say it this way, Mr. Blandford: 
That we estimate that this is what it is going to cost the Government. 

Mr. Bianprorb. That is the thing I want to get, Mr. Van Steenwyk. 

Mr. Van STEENwYK. We don’t make any guaranty because we don’t 
know for one thing how many people are going to use civilian as 
opposed to military facilities. 

Mr. Bianprorp. No. This is the point I want to get, Mr. Van 
Steenwyk. 

Mr. VAN STEENWYK. Yes. 

Mr. Bianprorp. Don’t misunderstand my question. This can look 
very attractive until it is actually in application. 

Now, let me see if you will commit Blue Shield and Blue Cross to 
this statement. 

If 40 percent—if those dependents in the continental United States 
who are not now getting medical care should all need medical care 
in the proportion of the incidence of illness which your experience 
rate has led you to believe will be the conclusion in this case, if the 
40 percent who are not now getting medical care should require medi- 
cal care in a given year, you can provide the services enumerated in 
your testimony for $4.37 a month ? 

Dr. Srusss. For all servicemen. 

Mr. Bianprorp. For the dependents of service personnel. 

Mr. Van SteeNwyk. That is right. 

Dr. Stusss. The $4.37 applies to the entire 100 percent. That is 
the cost-—— 

Mr. BLanpForp. Well—— 

Dr. Srusss. Per unit. 

Mr. Buanprorp. I am assuming—— 

Mr. Van STEENWYK. He issaying the same thing. 

Mr. Buanprorp. All of the people who are not now getting depend- 
ent care, we are taking them into consideration. 
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Mr. Van SteeNwyk. You see, 40 percent of a million, let us say. 

Mr. Buanprorp. Yes. 

Mr. Van Streenwyk. Is 400,000. It isn’t 400,000 times $4 and some- 
thing. It is a million 

Mr. Bianprorp. No. This is the percentage of incidence of illness 
that will happen out of 400,000 patients or 400,000 people. 

Mr. Van Steenwyk. Let me say this: We used, for example, an 
incidence—our general incidence now per thousand subscribers is 
somewhere in the neighborhood of 1,000 to 1,100 days of care per 

Mr. BuaNprorp. Wait a minute. You lost me on that term. 

Mr. Van Sreenwyk. I say, 1,000 subscriber years, that is to say, 
12,000 persons in a month divided by 12 to get that many years, re- 
lated to number of days, which is a measure of the frequency that 
hospitalization is needed by a thousand people, or by 12,000 people in 
a month. 

Now, let me go forward a little bit, because you will get it. 
[ Laughter. | 

Now, in our regular business we think in terms of 1,000 to 1,100 
such days per thouand years of hospital—per thousand subscriber 
years per month. 

Mr. Buanprorp. You are getting into atomic energy here. 
[ Laughter. | 

Mr. Van SreeNwyk. Because of the obstetrical side in this calcula- 
lation our rate was 2,500 days, was it not / 

Mr. Rawuineos. 2,300, I think. 

Mr. Van Sreenwyk. Yes, about 2,500 days per thousand exposed 
years. 

Mr. Bianprorp. Maybe I can understand if you put it this way. 

Mr. VAN STEENWYE. Yes. 

Mr. BLanprorp. Let’s say—or can you answer this question: Out of 
12,000 subscribers, for every 12,000 subscribers, how many of them 
will receive hospital care in any given year ¢ 

Mr. VAN StreeNwyk. Well, said in another way, they will get 4,000 
days of care. 

Mr. Buanprorp. 12,000 subscribers in a given year will get 1,000 
days of medical care? 

Mr. Van Stenwyk. 1,000 subscribers. 

Mr. Bianprorp. That is right; 12,000 subscribers usually results in 
a thousand 

Mr. Van STEENwYK. Subscriber years. 

Mr. Buanprorp. In other words, you are going to pay hospitals for 
1,000 days of room and board and care out of every 12,000 subscribers ? 

Mr. Van STEENwWYK. No, out of 1,000. 

I shouldn’t ever have mentioned the 12 months. [Laughter.] 

Because that was—that is the way we think, but it is not the way I 
should express it. 

For every thousand years we expect to pay out 1,000 to 1,100 days of 
hospital care. 

Mr. Buanprorp. Well, it is—is that a 365 to 1 ratio, then, approxi- 
mately? That would result in that, wouldn’t it? 

Mr. Van Steenwyk. Oh, no. It would be, I would say—I would 
say our average stay is about 5 days. So we would have actually a 
frequency of about 128 per thousand; 128 persons to the hospital for 
1,000 days out of 1,000 persons who have been covered for a year. 
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Mr. Bianprorp. I will read that later on. 

Mr. Van SteeNwyk. Get it? One hundred and twenty-eight per- 
sons go to the hospital for a total of 1,000 days out of 1,000 persons 
covered for 1 year each. 

Mr. Buanprorp. I got it. 

Mr. Van STEENwWYK. What I meant to say was that in our calcula- 
tions here, bearing in mind that this is—these women are in the child- 
bearing years; we figured about 2,500 days, or it was 2,300 to 2,500 
days, instead of 1,000 or 1,100 days. 

I say this all by way of assuring you that these calculations which 
we have made appear to us to be adequate. They are not short in 
any sense. 

We also used as our basic material some of the material which came 
from Michigan, which has generally one of the most comprehensive 
contracts in the United States and therefore probably more nearly 
comparable with the kind of coverage which is contemplated for 
dependents. 

Mr. Bianprorp. Let me develop it a little further, to this point. 

Point 1. You have already discounted adverse selection because 
you assume 100 percent coverage across the board. 

2. You will take on the parents, which are a greater risk, for the 
additional amount here and lump them in if there is 100 percent across 
the board application. 

3. There is no waiting period. In other words, if a man’s wife is 
pregnant and he wants to enlist tomorrow, the next day his wife can 
go to the hospital and have the baby and no questions asked by the 
group, right, so there is no waiting period or anything of that nature. 

4, That applies to any known disease, illness or anything else at the 
time. So we don’t have any questions here—you have discounted al- 
ready the people who will—the sea lawyers who already have this 
thing figured out and who will take advantage of it. 

Mr. Van Steenwyk. Right. 

Mr. Bianprorp. I mean 

Mr. Van Sreenwyk. Except mental and tuberculosis. 

Mr. Bianprorp. Yes; I mean other than the exceptions which will 
apply to anybody, any of the adverse selection factors have already 
been discounted. 

Mr. Van Streenwyk. That is right. 

Mr. Bianrorp. In your computation. 

Mr. Van Sreenwyk. That is right. 

Mr. BLanprorp. So what we end up here is a program which you 
offer now to this committee which we can spell out in a little more 
detail as to exactly what it will include and exactly what it will ex- 
clude. And T have a couple of questions on that. 

You offer within the United States—you can give, just within the 
United States alone, including dependent parents, for $61 million— 
you will assume, for $61 million, assume a major portion of the de- 
pendent medical care load which would normally be paid for by the 
serviceman himself today. You will assume that in civilian facilities? 

Mr. Van Sreenwyk. That is right. What he has done is to 
deduct 

Mr. Branprorp. I took outside the United States, just for the pur- 
poses of confining it to the continental United States for this point. 
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In other words, for $61 million, approximately, you will provide 
medical-surgical care, prenatal and postnatal care, preoperative and 
ostoperative care, all reasonable normal hospital care, excluding 
lood and perhaps a few other minor things, for 365 days 

Mr. Van Steenwyk. Right. 

Mr. Buanprorp. For $61 million. 

Mr. Van Sreenwyk. Right. 

Mr. Bianrorp. Based upon your known statistics now and on the 
assumption that you will have the incidence of illness expected from 
approximately 400,000 people ? 

Mr. Van Sreenwyk. Right. 

Mr. Bianprorp. So that if I took 

Mr. Van Sreenwyk. Dependents of 400,000 men, you mean / 

Mr. Bianprorp. Yes, of course. 

Now, if I take that figure which you have given me—I don’t want 
to get you in trouble now, but if I take that figure that you have given 
me, of taking care of a normal expected incidence of illness for 400,000 
people, in any walk of life, that that is representative of what you 
would figure the costs will be in any given area in hospitals and 
surgical fees 

Mr. Van Sreenwyk. Yes, except for this, Mr. Blandford: The 
point I was trying to make is that this risk is higher than normal 
family risks. 

Let me say it in another way: 

Here is another little bit of general information in this respect. 
About 75 percent of the normal Blue Cross bills are on account of the 
dependents. Only 25 percent are on account of the employed sub- 
scriber. So if you were to relate this rate to families in other walks of 
life without having a bunched-up population in the child-bearing 
age, you would come to a lower rate. Because you would have the 
male risk for one thing, and you would have a more distributed risk 
agewise. 

Because the maternity risk is a tremendous risk. Maternity costs 
are enormous. 

Mr. Bianprorp. Well, have you looked—has the 205,000 deliveries 
last year entered into your calculations? 

Mr. Van Sreenwyk. Indeed they have. They were all part of 
the 

Mr. Buanprorp. In other words, you expect this rather high rate of 
delivery ¢ 

Mr. VAN STEENWYK. Yes. 

Mr. Buianprorp. To continue? 

Mr. Van Sreenwyk. Oh, yes. 

Mr. Bianprorp. Because of the age group of the people that are 
entering the service today, the lowered age of marriage and all that 
sort of thing. 

Mr. Van Sreenwyk. We have had our actuaries on this job for 
weeks, taking all the data that the Defense Department has provided 
to us, all the data that we have out of our own operations, and any- 
thing else we can get hold of. Because on some of this we know 
Wwe are on uncertain ground. 

But we believe that this is a reasonable estimate as to what the cost 
may be anticipated for the first year. 
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Mr. Buanprorp. Now, let’s spell out for a moment if we can for the 
record—perhaps you make a general statement to say what this hos- 
pital care will provide. It is semi-private accommodations, room 
and board for 365 days; it excludes special nurses; it excludes whole 
blood and plasma—what else ? 

Mr. Van Steenwyk. Well, it would exclude, oh, prosthetic devices. 
It wouldn’t include 

Mr. Buianprorp. Artificial limbs? 

Mr. Van Sreenwyk. Artificial limbs. 

Mr. Buanprorp. Hearing aids and things of that nature ? 

Mr. Van Streenwyk. Or eyes. 

Mr. Bianprorp. When you get into a field—the field of prosthetic 
devices, supposing you have the case of an individual who has been 
dependent who has. say, been severely burned or been in an accident 
and—actually they make plastic faces or jaws and things of that 
nature. Does it include that? 

Mr. Van Streenwyk. That is a medical charge. All of the hospi- 
talization with respect to that would be included, of course. 

Mr. Buianprorp. But the furnishing of that is a medical charge. 
then ? 

Mr. Van Steenwyk. There is another item here which probably 
ought to be spelled out more clearly because of the problems which 
sometimes arise by local areas. 

This contemplates that the hospitalization would include the ex- 
penses of anesthesia and laboratory and X-ray, electrocardiagrams, 
and basalmetabolisms and physiotherapy when administered by a 
doctor. 

Now, it doesn’t mean that necessarily those will be provided by 
Blue Cross. In some areas they would be provided under the con- 
tracts that Blue Cross has with its hospitals. In some areas it would 
be provided by Blue Shield. 

Mr. Bianprorp. But in this master contract that is not going to be 
the concern of the dependent. 

Mr. Van Sreenwyk. It need not be the concern of the dependent. 

Mr. Buanprorp. That is going to be your concern. 

Mr. VAN Sreenwyk. Yes. And our calculations have included that 
as well. 

Mr. Bianprorp. Fine. So that is no problem to the dependent. 
He doesn’t have to read his policy for the fine print. The only thing 
you have to tell him is what is not covered. 
~ Mr. Van Sreenwyk. I only say this for the record, so if that occurs 
to your busy mind tomorrow, why, you will know that I have said it. 

Dr. Srunss. And that does include, let me make sure to explain, 
the physician’s side of this in our estimate for the case you mentioned 
of plastic surgery following burn injury. 

Mr. Buanprorp. It does include that. 

Dr. Srupps. It does include it. 

Mr. Bianprorp. Now, let me ask you a little problem that is bother- 
ingme. You may have answered it before. 

How would you handle this situation: Supposing a dependent goes 
to the Navy Dispensary and the dependent is told that he has to have 
his gall bladder removed. So he has this coverage. So like lots of 
people, they start shopping, because he has coverage. So he goes to 
i private physician and the private physician says, “Well, I would 
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like to treat you for several months because there is a new drug on 
the market and we have had notable success with it in certain cases.” 

So he starts treating this patient in a private office for about 6 
months and at the end of that 6 months’ period he says, “There are 
two things: One, your gall bladder has to come out. That Navy 
doctor was right after all.” 

He may not say that. He will say, “I tried everything and it 
didn’t work and therefore the gall bladder has to come out.” 

So then he is admitted to the hospital and out comes the gall bladder. 
And he, I assume, is then covered for his preoperative care and the 
surgery and postoperative care, is that correct / 

Dr. Srusgs. Not all of that preoperative care. That is not thought 
to be routine. We would cover 

Mr. Buanprorp. I want to see where—I think the record should 
show this: Just where is he covered and where isn’t he? 

Dr. Srusss. I think that this is one of the areas in which the nego- 
tiation with the Department of Defense and the Secretary would have 
to be very clear. That has been discussed at length with them. But 
ordinarily what we do is to have a specific time period during which 
diagnostic procedures outside of the hospital can be related to the 
work inside. 

Here in our own area it is a matter of a few days for X-rays and 
other laboratory procedures that relate directly to hospitalization and 
surgery. 

But it would probably have to be on a time basis. Maybe a week, 
maybe 10 days. 

Mr. BLanprorp. You mean that the only charge that would be 
covered in the medical service plan, medical-surgical plan, would 
be those charges 10 days immediately preceding his entrance into 
the hospital ? 

Dr. Stusrs. That would be related to the procedure for which he 
was hospitalized. 

Mr. BuianpForp. I think that covers it. 

Mr. Kitpay. We want to thank you, gentlemen. You have been 
most helpful and I am sure you will be available for consultation as 
things occur to our counsel’s busy mind. 

Mr. Van Steenwyk. Thank you, Mr. Chairman. 

Dr. Stusss. Thank you, Mr. Chairman. 

Mr. Kizpay. Thank you very much. 

Mr. Dillon S. Myer, from Group Health Association, Inc. 

Come around, Mr. Myer. 

Mr. Myer, we are glad to have you. Go ahead with what statement 
you care to make. 

Mr. Myer. Thank you, Mr. Chairman. 

My name is Dillon S. Myer. I am executive director of the Group 
Health Association, Inc., of Washington, D. C. 

We operate only in this local area. 

We are a medical service organization, nonprofit, incorporated under 
the laws of the District of Columbia. 

We are now serving 8,000 members, approximately 21,000 people. 

My only interest today is to ask that your subcommittee change the 
language slightly in this bill, which would, as indicated on, let’s say, 
page 2, where we say, under (b) “insurance plan,” and add “or medical 
service plans,” and so on throughout the bill. 
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What I am proposing, Mr. Chairman, is this: 

There be no question about the opportunity for an organization 
such as ours, a prepayment medical service plan, to negotiate with the 
Defense Department if we have a program that should be of interest 
to them and not be excluded because of the wording in the bill. 

That is really all I came to ask today. 

We will take our chances ultimately in the negotiations. 

I will not bore you, which I could, I expect, with what our organi- 
zation does unless you are interested. 

But let me just add, very briefly, we do—we are not an insurance 
company. 

We provide medical service through our own clinic. 

We have our own doctors. We provide hospitalization through 
the local hospitals, through contracts with them. 

And we think we provide the most comprehensive service in this 
particular area. i 

We don’t serve the other parts of the United States excepting as 
to emergency care for our members while they are outside of the area, 
such as limited emergency for surgery, first aid and inhospital med- 
ical care on a limited basis, and hospitalization. 

That is all I have to say, sir, unless there are questions. 

Mr. Kipay. Your suggestion is that the bill be broad enough to 
include insurance and medical-service plans. 

Mr. Myer. That is right. 

Mr. Kizpay. And that then you will take your chances in nego- 
tiating. 

Mr. Myer. That is right. 

We would like to be in position throughout the years at least to be 
considered if we have a plan that is feasible, and we would like to be 
able to participate in it if we can sell the Defense Department on the 
fact that we do have a program that would be of interest to them. 

Mr. Bennett. Mr. Chairman, could I ask if he has the exact lan- 
guage that he would like to see the bill amended by? 

Mr. Myer. I think after each item—and I have listed some of 
them here, where it says: 

“Insurance plan or plans,” all would be needed would be to add 
“or medical service plans.” 

That is all I had in mind. 

Now there are a number of places where this is mentioned through- 
out the bill. I can detail them for counsel if you wish. 

Mr. Bianprorp. I think I am familiar with it. 

Mr. Myer. I have not gone through it too carefully, but that is 
what I have in mind. 

Mr. Kirpay. Thank you, Mr. Myer. 

Mr. Myer. Thank you, Mr. Chairman. 

Mr. Buanprorp. Mr. Chairman, may I correct one impression ? 

I have no questions, Mr. Myer. 

Mr. Myer. I see. 

Mr. Kizpay. Thank you, Dr. Myer. 

Mr. Buanprorp. May I correct one impression that I may have 
given—lI know I did. 

I want to correct it for the subcommittee and for the record. The 
$4.37 is not the charge that would be made for the 400,000 individual 
dependents who are not receiving care today. 
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It is the charge that would be made for all dependents, on the 
assumption that 40 percent of them would receive dependent medical 
eare. 

Mr. Bares. The witness made that point. 

Mr. Kivpay. I think Mr. Van Steenwyk made that crystal clear. 

Mr. Buanprorp. Yes, sir. I may have stated that incorrectly and 
[ want to correct it. 

Mr. Kinpay. Dr. M. B. Levin. 

Mr. Levin. Yes, sir. 

Mr Kriipay. Have a seat, Doctor. 

Dr. Levin. Thank you, sir. 

Mr. Kitpay. Tell us first. where you are from. 

Dr. Levin. I am from Baltimore, Md. 

Mr. Kitpay. And whom do you represent here ? 

Dr. Levin. I represent an average doctor who graduated in 1914 
at the University of Maryland, who served as a captain in the Medical 
Corps during the First World War and has been practicing since then 
through Maryland. 

Mr. Kitpay. We will be glad to hear any statement you care to—we 
will be glad to hear your statement, Doctor. 

You go ahead in your own way. 

Dr. Levin. Yes, sir. 

I think an example would be the quickest way to bring to your 
attention the things that I want to get to you. 

I had addressed this letter to the Sunday papers in Baltimore, 
that they had published an announcement of the directors of the 
Lutheran Hospital concerning their contemplated expansion and drive 
for funds. 

Less than 25 percent of Baltimore doctors, approximately 400, have 
been selected by them to have Lutheran Hospital facilities made avail- 
able only for the needs of their share of the public. 

It is not clear whether the Lutheran Hospital directors intend to 
boast about or apologize for this small group that they have selected 
as probably first-class doctors. 

The facts of the matter are that the vast majority of our doctors, 
over 75 percent, have thereby been classified by them as second-class 
doctors, excluded from any and all services of the Lutheran Hospital 
and particularly from Blue Cross. 

The vast majority of the public treated by over 75 percent of the 
doctors are thereby classed as second-class citizens he “an’t have 
their own doctors treat them at the Lutheran Hospital and that in- 
stitution can’t fully avail themselves of Blue Cross insurance. 

The public through the Sun papers is entitled to learn on what 
basis the Lutheran hospital directors have so strictly discriminated 
and limited their services, facilities and Blue Cross to this small seg- 
ment of doctors and their minor share of the public. 

If all of the doctors in Baltimore are to be placed on a basis of 
equality of opportunity and classes or discrimination for the balance 
of the public be eliminated the Lutheran Hospital directors should 
pt & be able to approach the public for support in raising the 
$214 million together with the amount needed for maintenance and 
by additional taxes take care of the welfare beds utilized. 
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Now that is a typical example of what the serviceman with his de- 
pendents may have to face when Blue Cross Commission takes over. 

Now this is not an isolated instance. 

Please be assured that the situation at the Lutheran Hospital is a 
duplicate of the situation at every individual hospital in Baltimore 
and is not a hypothetical or exceptional case. 

Each hospital in Baltimore having received membership or approval 
in the Maryland-Delaware and District of Columbia regional division 
of the American Hospital Association, Chicago, must comply in its 
bylaws with this serious discriminatory classification of the public 
and doctors into first and other class citizens and doctors. 

Continuing such conditions by a Federal Government contract, or 
contracts, with the American Hospital Association Blue Cross Com- 
mission will reenforce and aggravate the present typical situation 
described at the Lutheran Hospital. 

The vast majority of doctors, afraid to openly express themselves 
on account of reprisals, condemn the hospital classification of the 
public as second-class citizens who can’t have their own doctors treat 
them at any institution the citizen and his doctor choose and are 
prevented from fully availing themselves of Blue Cross, Blue Shield 
insurance. 

Last week my attention was called to the fact that not all doctors 
in Maryland are members of our State and city societies and nonmem- 
ber physicians as well as members of the society may arbitrarily be 
denied any Blue Cross-Blue Shield facilities by these hospitals. 

Hospitals without legislative authority have interfered with the 
practice of medicine by licensed physicians and thus usurped this 
authority. 

The Government must not contract with any group, whether it be 
hospitals or other bodies, or Blue Cross or private insurance without 
provisions for free choice by the citizen of his physician in good 
standing and hospital, together with the right—not the privilege— 
of his chosen physician to treat him at any hospital that the citizen or 
physician chooses. 

Now Blue Cross is a commission—a sube issl American 
Hospital Association, whose bylaws can’t contravene the American 
College of Surgeons, and the classification of doctor staffs is that 
of the American C ollege of Surgeons. 

Now we have an example of that in the classification of courtesy staff 
privilege by doctors, of these servicemen’s families, as well as visiting 
staff or other type of staffs where these hospitals classify them as such. 

They are required to do so by the American Hospital Association in 
order to be members. 

And the Blue Cross policy itself notes that in the small print, that 
they have their contracts with members or approved institutions. 

And in order to obtain approval for membership they require of 
the doctor that he have his entire practice under control] of that 
hospital as follows: 


I agree to abide by the bylaws of this institution and any rules and regulations 
they choose to make. 


He has to subject his practices to the control of these hospitals, and 
that is at the request of the American Hospital Association. 
He can then be classified only for courtesy staff privileges. 
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And that is what some of the younger men get from these hospitals. 

That means that full expenses under Blue Cross is not available 
to his patient. 

And Blue Cross only pays $7 to $8.50 a day toward that private 
room that he has to accept in order to get his patient in there. 

And the patient has to make up that difference. 

And in that way you will have a great deal of trouble in your 
contracts. 

Now, if the Government would require of any party or group that 
it contracts with that it leave the classification of doctors entirely 
to the profession and not to hospitals and not have them run the 
practice of medicine, you could have your contracts with other groups 
on that basis. 

Mr. Bares. What do you mean by leaving them to the profession ? 

Mr. Levin. I mean the State societies which must include not only 
members but nonmembers in good standing. 

Mr. Kixpay. Then specifically, you suggest legislation to that effect 
in any bill we report out ? 

Mr. Levin. Yes, sir. 

Mr. Kitpay. Any questions, Mr. Blandford ? 

Mr. Bianprorp. I just want—— 

Mr. Levin. Pardon me. There is one other thing that I would like 
to bring out. 

In the cost, per diem, of hospitals, are included not only the medical 
care and the immediately related activities but they have other over- 
head included in that. 

Now there may be just a few cents more. 

I don’t know, because it is hard to obtain a complete breakdown of 
medical care and the immediately related needs separated from all 
other hospital activities, whether that be training of nurses, post- 
graduate training of doctors, research work. 

They are all worthy things, but they should not be included under 
medical-care costs. And that may be another factor that you will 
have to work out. 

Mr. Buanprorp. Dr. Levin, may I ask this? 

I assume that you are not a member of the AMA, or are you? 

Dr. Levin. I was a member for years, until they imposed a $35 
or $25 fine on us to carry on the propaganda and I resigned. 

Mr. Bianprorp. Do you belong to the Maryland State Medical 
Society ? 

Dr. Levin. I am a member of the Baltimore City Medical Society 
and the State society. 

Mr. Bianprorp. Now this is a little different twist. Normally the 
AMA is charged with running the show ? 

Dr. Levin. They are a part of it. 

Mr. Bianprorp. You say it is the other way around, that it is the 
American Hospital Association. 

So you say it is the tail wagging the dog and not the dog wagging 
the tail. 

Dr. Levin. They are both. 

The education and hospital division of the AMA is part of the same 
group. 

Mr. Buanprorp. Well, now, isn’t basically what you are saying a 
problem for the Attorney General ? ; : 
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Dr. Levin. That is a very definite problem to some extent. But it 
is also a problem for this committee. 

Mr. Bianprorp. Well, of course this committee is concerned with 
providing dependent medical care for dependents. 

And I would say, just as my own personal opinion, that if we try 
to get in and solve your problem or the problem of a small number— 
and I assume from the statistics that it is a small number of doctors 
who are not allowed we will say to practice in a hospital—who as 
a matter of principle—refuse to abide by the rules of the hospital. 

Before we got your problem solved, we would have an awful lot 
of dependents who would be going without medical care. 

So that the overriding problem that we have here is to provide 
medical care for dependents in existing facilities, including civilian 
facilities, to the best extent possible. 

Dr. Levin. Without discrimination. 

Mr. BuanpForp. Well, the question of discrimination is not a ques- 
tion, I am afraid, that this committee can decide. It seems to me that 
that is a question for the Attorney General to decide, as to whether or 
not the American Hospital Association is in violation of the anti- 
trust laws or in restraint of trade because they are not allowing doc- 
tors to go into certain hospitals. 

I merely suggest that your complaint would be better lodged with 
the Attorney General, because if we attempted to solve it, as you have 
indicated, I am very much afraid that we would not have a dependent 
medical care bill. 

That is my only suggestion. 

Dr. Levin. I don’t think you would have quite as much trouble if 
you made that public. 

I think that our legislatures could take care of that matter. 

You would not have to bother with hospitals. 

Mr. Bares. Are you on the staff of any hospital, Doctor ? 

Dr. Levin. I had here staff privileges at two hospitals up to the 
time that I started battling this, and they have since with reprisals not 
reappointed me to their annual program. 

I was good enough for them before that time, but when we start 
battling, why that is the way reprisals are and that is why you do not 
have more doctors coming up before you to complain the same way. 

Mr. Bares. You are still practicing medicine, though ? 

Dr. Levin. Pardon me. 

Mr. Bates. You are still practicing ? 

Dr. Levin. I certainly do. 

Mr. Kizpay. Anything further, Doctor ? 

Dr. Levy. Thank you, sir. 

Mr. Kizpay. Thank you, Doctor. 

This concludes our hearings for today. 

Mr. BianpForp. Monday morning? 

Mr. Kitpay. Yes. 

And the committee will stand adjourned until 10 o’clock Monday 
morning. 

(Whereupon, at 3:38 p. m., the committee was adjourned, to re- 
convene at 10 a. m. Monday, January 30, 1956.) 

(The following letter from the Commissioned Officers Association 
was ordered to be printed in the record :) 
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COMMISSIONED OFFICERS ASSOCIATION OF THE 
UNITED STATES PusLic HEALTH SERVICE, INCc., 
Bethesda 14, Md., January 31, 1956. 
Hon. PAut J. Kiipay, 
Chairman, Subcon mittee No. 2, 
House Committee on Armed Services, 
House of Representatives, Washington 25, D.C. 

Dear Mr. CHAIRMAN: The purpose of this letter is to voice the full support of 
the Commissioned Officers Association of the United States Public Health Serv- 
ice, Inc., for the enactment of legislation to provide adequate medical care for 
the dependents of members of the uniformed services, active and retired, on a 
basis of equality, presently under consideration by the subcommittee of which 
you are chairman in H. R. 7994, a bill to provide medical care for the dependents 
of members of the Armed Forces of the United States, and for other purposes. 

The Commissioned Officers Association of the United States Public Health 
Service, Inc., is composed of 80 percent of the members of the Regular Corps and 
30 percent of members of the Reserve Corps of the United States Public Health 
Service. Its views, therefore, represent the views of the members of the Service 
as a whole. 

The Public Health Service, as one of the seven uniformed services may be 
placed in military status in time of war by Executive order. This was done in 
World War II. At all times a large number of Public Health Service officers 
are on military status because of their assignments to the United States Coast 
Guard and other Armed Forces of the United States. 

The Public Health Service is associated with the uniformed services for pay, 
survivor and other benefits in existing laws and pending legislative proposals. 
It should, likewise, be included in legislation dealing with medical care for the 
dependents of members of the other uniformed services. 

In the opinion of the association there could be no greater single influence 
upon morale and service attractiveness than freedom from concern over the 
health and physical well-being of the dependents of those who dedicate them- 
selves to the service of our country in the uniformed services. 

In view of these considerations, the Commissioned Officers Association of the 
United States Public Health Service, Inc., earnestly recommends that the 
dependents of the commissioned officers of the Public Health Service, active and 
retired, be included in the pending legislation, and that the title of H. R. 7994 be 
amended to substitute the words “uniformed services” for the words “Armed 
Forces” as therein presently included. 

Our views and recommendation in this matter are expressed by letter, rather 
than by testimony before the committee, in order to conserve the committee’s 
time, with the request that this letter be made a part of the record. 

Sincerely, 
EF, O. WILLENBUCHER, 
National Counsel. 


Houss or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, SUBCOMMITTEE No. 2, 
Washington, D. C., Monday, January 30, 1956. 
The subcommittee met at 10 a. m., Hon. Paul J. Kilday (chairman 
of the subcommittee) presiding. 
Mr. Kitpay. The lca will be in order. 


We will continue the hearings on H. R. 7994. 

The first witness this morning is Brigadier General Crawford, of 
the Army. 

Will you come around, please ? 

General Crawrorp. Mr. Chairman 

Mr. Kitpay. General, you go ahead your own way. 





STATEMENT OF BRIG. GEN. J. B. CRAWFORD, ACTING ASSISTANT 
DEPUTY CHIEF OF STAFF FOR PERSONNEL OPERATIONS, DE- 
PARTMENT OF THE ARMY 


General Crawrorp. Mr. Chairman and members of the committee. 
Lam Brig. Gen. J. B. Crawford from the Office of the Deputy Chief 
of Staff for Personnel, Department of the Army. 

For more than 70 years the Army has provided medical care for 
the dependents of its military personnel under the authority of the 
Appropriations Act of July 5, 1884. 

Prior to World War II this practice presented no particular prob- 
lems because of the small size of the Army. Since World War II, 
however, our international obligations have required us to maintain 
a considerably larger Army than was our practice before World 
War II. 

These same commitments have obligated us to keep large numbers 
of Army troops located in areas far distant from the United States. 
At the present time Army personnel spend about one-half of their 
time outside of the United States, and many are required to be sepa- 
rated from their families for long periods of time. These factors 
combine to prevent the Army from being able to provide to the de- 
pendents of its personnel the medical care which we have traditionally 
provided. 

The result of this failure is a feeling, on the part of of the Army, 
that we are failing to meet a part of the obligation which we assume, 
especially to those individuals who volunteer to join our ranks. 

An additional result has been, and still is, a severe complaint against 
the service as a place for a career and as a place to have a home. 

Because such a large proportion of the Army is stationed outside 
the United States, and because of housing limitations overseas, large 
numbers of Army families must remain in the United States while 
the military member of the family is serving overseas. While the 
families are in the United States they will not be authorized to oc- 
cupy Government quarters on a military installation. Consequently, 
they will probably reside in the vicinity of their original homes, which 
may be far distant from any military installation which has medical 
facilities. This means that that group of dependents, while being 
separated from the military member, will be obliged to defray what- 
ever costs are involved from any sickness which may develop. 

It will mean, also, that the soldier will never be free from worry 
concerning the health problems of his family while he is unable to 
care for them himself. This fact has two adverse effects: 

(1) It tends to reduce his efficiency while in the Army, and (2) it 
reduces his desire to continue his service in the Army. 

During the time when our personnel are stationed within the United 
States, only a few families can occupy Government quarters on mili- 
tary reservations because of the inadequate numbers of these quarters. 
At many of our posts there are insufficient commercial or Government 
housing units nearby to permit the families of our personnel to be 
located within 20 miles of the place where the military member is 
stationed. This means that, even during the time the soldier is sta- 
tioned in the United States, distance prevents the Army from being 
able to provide to the soldier’s family the medical care which it would 
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like to provide. This is resulting in suffering and discontent on the 
part of the soldier’s dependents. 

In the United States, at posts where large numbers of troops are 
stationed, the military medical facilities are often inadequate to ac- 
complish ‘the entire problem of providing the medical care which our 
Army dependents require. This inadequacy is caused by the fact that 
first priority in these installations must, and does, go to military per- 
sonnel themselves, and their dependents are accommodated only with 
the capabilities in excess of that required for military members. But 
the result is that, in some of our installations, military families that 
do reside within a reasonable distance of the military installations are 
unable to obtain the medical care which they require, except in emer- 
gencies; in a few cases no adequate civilian facilities are available to 
meet the requirement. 

The result is that the families of Army personnel are denied the 
medical care which they deserve, and this denial causes discontent and 
a reduction in their desire to serve in the Army. 

The Army welcomes H. R. 7994 because, through this act, we hope 
to achieve a solution to certain problems which we are unable to 
satisfy at this time. This bill represents a fine forward step and 
should contribute materially toward a better attitude in the Army and 
toward making service in the Army attractive as a career. The prin- 
ciples which are included in this bill are sound and they should be 
followed. 

However, the Army considers that the bill should be strengthened 
in — areas as follows: 

The bill should require the full utilization of military medical 
facilities before support provided by insurance plans is used. 

2. The bill should not require or permit the military person to con- 
tribute more than $2 or $3 a month in order to provide the full medical 
support which he requires. However good a plan may be available 
for the enlisted man to choose, he cannot afford anything more expen- 
sive than $2 to $3 a month, and if he has a choice, it might develop that 
he will decline to accept it and thus be denied the coverage which we 

vant him to have. 

3. The bill should require the furnishing, without charge, of all of 
the medication which the member’s dependents require. 

Thank you very much for this opportunity to testify before you. 

Mr. Kitpay. Thank you, General Crawford. 

Are there any questions from members of the committee ? 

Mr. Rivers. Could I make one observation, Mr. Chairman ? 

Mr. Kinpay. Mr. Rivers. 

Mr. Rivers. Do you think any contribution, General Crawford— 
someone raised the observation that any contribution by the enlisted 
man might give him the impression that in fact his salary is being 
reduced as against all the fanfare we put forth when we raised his 
salary here not too very long ago. 

Do you think that may be interpreted as a reduction in his salary, 
or do you think the benefits will so far outweigh that it wouldn’t have 
any impression? What is your considered judgment ? 

General Crawrorp. Well, s sir, I feel that he might well say that it 
amounts to a reduction in his take- home pay. 

However, I believe, if the amount is only a token amount, that the 
soldiers will not complain seriously about that, sir. 
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Mr. Rivers But you think we should be careful about what contri- 
bution he is compelled to make? 

General Crawrorp. Yes; I think it is very important that that be 
only a token amount. 

Mr. Rivers. Yes. 

General Crawrorp. Because he cannot afford it on the one hand, 
and because, on the other hand, as you have mentioned before, he will 
think that that amounts to a reduction in pay, sir. 

Mr. Rivers. That kind of struck an impressive note in me, and I 
just wondered about that. I think we have to guard against that. 

General Crawrorp. Yes, I quite agree with you, sir. 

Mr. Kinpay. Any other questions by members of the subcommittee? 

Mr. Bares. Mr. Chairman. 

Mr. Kinpay. Mr. Bates. 

Mr. Bares. On page 4, General, the first point you make, that the 
bill should require the full utilization of military medical facilities 
before support provided by the insurance plan be used. Now would 
you require that someone every time they are sick should check with 
the hospitals and local Armed Forces hospitals and see whether they 
should go there or to go to a private physician ? 

General CrawForp. I had rather in mind, sir, that the details could 
be worked out by our medical planners to the point where their plan- 
ning would allow them to foresee no empty spaces in their own facili- 
ties, before persons would be invited to obtain their medical care by 
the insurance plan. 

If we cannot do that, it means that our medical planners will never 
know what their requirement will be. They will not be able to plan 
for their space, for their people, for whatever other things they need 
to plan in advance. 

Mr. Bares. Well, I can see many problems arising out of a require- 
ment of that nature, where it is mandatory. A person might start 
with one doctor and then he is in the Army hospital and then he is 
back to a civilian hospital and there is no continuity of physicians. 
If they are somewhat removed—how far must they be removed before 
they check with the service hospital? I can see a lot of problems at- 
tendant on that particular suggestion. 

General Crawrorp. Well, it seems to me—may I pursue that one 
moment, sir? 

It seems to me—and the main point I was trying to get over, sir, is 
this: If our doctors and our medical planners are unable to foresee 
what their requirements are going to be and provide for them in ad- 
vance, then they will not be able to have full efficiency in the utilization 
of their capabilities. 

Mr. Bares. Well, probably 

General Crawrorp. And we need to have full efficiency there, just 
as we are getting now. 

Mr. Bares. When you say “facilities,” you mean the capacity of the 
doctors. You do not mean to expand the hospitals and take in contract 
physicians and that type of thing? 

General Crawrorp. I did not have in mind to expand either the 
hospital or the manning of the hospital, beyond the military—beyond 
our requirements. But I would like to use what I have and what is 
provided to meet the military requirement. I would like to use that 
to its capacity before I take on something else. 
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Mr. Kirpay. Anything further ? 

Mr. Bares. No, Mr. Chairman. 

Mr. Kitpay. Are there any other questions from members of the 
committee ? 

(No response. ) 

Mr. Kivpay. General, of course, I agree that there is no point in 
providing a program if it is beyond the ability, financial ability, of 
the members of the service to participate. I think a very important 
thing we must keep in mind and explore fully is the administrative 
costs of administering the program which requires a contribution and 
whether it would be better to put that money into coverage rather than 
into the administrative cost of securing and maintaining participation. 

Thank you, General. 

General Crawrorp. Thank you, very much. 

Mr. Buanprorp. I have some questions, Mr. Chairman. 

Mr. Kirtpay. Mr. Blandford has some questions, General Crawford. 

Mr. Bianprorp. I have about four questions, General. 

General Crawrorp. Yes, please, Mr. Blandford. 

Mr. Buanprorp. (1) What has been the reenlistment rate in the 
Army since the passage of the Career Incentive Act? Has it shown 
an increase ? 

General Crawrorp. I am under the impression that it has shown an 
increase. Iam unable to quote you figures right now, but the increase 
is encouraging and it is, I think, both as regards the enlisted men and 
as regards officers. 

It is not as impressive as we, of course, would like to have, but it is 
on the increase. 

We would like to keep it on an increase. And we believe this bill 
will help us materially toward reaching that goal. 

Mr. Bianprorp. Now, the Army had ample opportunity to study 
this bill, and I think we should make it very clear that when you 
agreed to support this legisl: and I assume that it has your whole 
and complete support ? 

General Crawrorp. We are enthusiastically in support of the bill. 
We do think it needs to be strengthened as I indicated. 

Mr. Bianprorp. You mentioned three points toward the end of your 
statement. But when you agreed to support this bill, you did so 
knowing that today approximately 14 percent of the dental care pro- 
vided in the Army is provided to dependents. That will go out if this 
bill is passed. 

You also agreed to support this bill which would eliminate treat- 
ment for nervous and mental disorders, and today you are treating 
certain individuals with nervous and mental disorders. 

You have also agreed to support this bill knowing that today you 
treat certain tubercular cases and you will not be able to treat. tuber- 
culosis hereafter with the passage of this bill. 

Now, with those limitations, do you still feel that the benefits so far 
outweight the loss of these other benefits that you now enjoy that you 
will support this legislation without any uestion ? 

General Crawrorp. We recognize and have noted those points that 
you have just made, sir, and we recognize that we will lose those with 
the passage of this bill. 

However, this bill is so important to us that we think it is worth 
giving those up, if we can get the other advantages from it. 
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Mr. Bianprorp. Fine. Thank you. 

General Crawrorp. We still do have the three points that I made. 
I would like to stand by those. 

Mr. Rivers. I missed that. I was talking with the chairman. 
Would you repeat that question ? 

Mr. Buanprorp. Yes, sir. I asked General Crawford if the Army 
wholeheartedly supports this bill now before the committee knowing 
that in so doing they are surrendering certain benefits which they now 
enjoy, namely, dental care for certain dependents—14 percent of their 
dental care is now provided to dependents. They now treat nervous 
mental disorders in certain cases. They now treat certain tuberculosis 

vases. And all of those will go out with the passage of this bill. And 
the Army has testified that they will continue to support the legisla- 
tion even though they are surrendering certain benefits that I have 
just enumerated, with the enactment of this bill. 

Mr. Rivers. Well, how do we know we would lose those? 

Mr. Bianprorp. The bill very specifically excludes treatment for 
nervous and mental disorders in service facilities, tuberculosis cases, 
and limits dental care in the United States to emergency situations 
within the continental limits of the United States or in remote areas. 

Mr. Rivers. There is no provision of law now giving them dental 
care anyhow. Itisjusta gratuity. I think we might put something 
in here about dental care. 

General Crawrorp. We would be delighted to have it, if you could 
get it in there, sir. 

Mr. Rivers. Yes, we might do it. 

Mr. Kitpay. Thank you. 

General Crawrorp. Thank you very much. 

Mr. Bares. Mr. Chairman, the counsel asked the general question 
on the reenlistment rates. I wish the general would provide that in- 
formation for the record. 

General Crawrorp. I would be delighted, sir. 

Mr. Bates. For the period of the last, say, 5 years. 

General Crawrorp. Yes, 

Mr. Bates. Because we have put out legislation improving the gen- 
eral situation in the services for about that time. I would like to see 
the result of passing that legislation. 

General Crawrorp. Thank you, sir. You will find that our results 
have been increasing as time has gone along and our rates are, I think, 
doing very well. But I believe that this will give us an aid to that 
recruiting program that will help us quite materially, and we are look- 
ing forward to that, that help, from this bill, sir. 

Mr. Bares. Thank you, Mr. Chairman. 

Mr. Bennett. Mr. Chairman, may I ask a question ? 

Mr. Kipay. Mr. Bennett. 

Mr. Bennett. I notice what you said about paying part of the 
premium. That has made a deep impression on me. I do feel the 
pay rise wasn’t very high last year and to add a substantial amount 
for medical treatment might inject a morale problem. I am just 
wondering about sort of an adjacent problem and that is the possi- 
bility of charging some sort of a small fee on each incidence of calling 
upon medical services as somewhat of a deterrent toward malingerers 
or semipsychopathic people who might be running for assistance all 
the time. Do you think that sort of a fee would be very much of a 
morale blow to the services? 
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General Crawrorp. I feel, sir, that the thing that motivates the 
soldier, of course, is the fact that he is always or nearly always broke 
or in a low state of finances. If it costs him any appreciable sum 
when he goes on each call, he won’t go on the call because he won’t 
be able to produce that sum. 

Now if it is a small fee, something that he can seneonseny be 
expected to have—and that is not very much for enlisted people as 
you know 

Mr. Bennett. Fifty cents, or something like that. 

General Crawrorp. Yes. Then I think that might have very good 
prospect. 

I think that might be a fine solution to the problem. I would like 
to emphasize two points: One, it should not cost him very much, and, 
two, he should be able to get whatever coverage for his family that he 
requires with that sum. 

Mr. Bennett. If he did not have any premium contribution and 
only made a small contribution, of something like 50 cents, on a 
call, you do not think that kind of a program would be very much 
of a blow to morale; do you? 

General Crawrorp. No, sir. I think as a matter of fact that would 
help, and I think the doctors would like that, also. 

Mr. Mixer. Will the gentleman yield? 

Mr. Bennett. Yes, sir. 

Mr. Kiipay. Mr. Miller. 

Mr. Miuier. We had some testimony here that certain charges we 
talked of making, particularly in the insurance field, we found we 
could wipe out because the administrative costs of accounting and 
administering them were so great. What would be the effect of this 
50 cents charge or $1 charge in the field of administration? Would 
2 require a setup of accountability and billing these people and all 
that ? 

General Crawrorp. Are you asking—if you are asking for my views 
on that sir, I would think we would lose more than we gain by that. 
I think we ought to try to find some other way to handle the collec- 
tions, sir. 

Mr. Mituer. In other words, you are looking for a deterrent for 
people who would make frivolous calls on the medical service, but 
in this particular field it would be well to weigh and make sure that 
trying to stop it that way you are not putting a block up that is going 
to be greater than what you are trying to save. 

General Crawrorp. Yes. That is a good point. Thank you. 

Mr. Kipay. Is that all? 

(No response.) 

Mr. Kitpay. Thank you, General Crawford. 

General Crawrorp. Thank you. 

Mr. Kizpay. We will now hear Major General Stone, of the Air 
Force. 

General Stone, go ahead with your statement. 
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STATEMENT OF MAJ. GEN. WILLIAM S. STONE, DIRECTOR OF 


PERSONNEL PLANNING, HEADQUARTERS, UNITED STATES AIR 
FORCE 


General Stone. Mr. Chairman and members of the committee, I am 
Maj. Gen. William S. Stone, Director of Personnel Planning, Head- 
quarters, United States Air Force. 

I might add parenthetically, Mz. Chairman, that this is my first 
appearance before this committee. In view of your long and dis- 
tinguished record in the interests of the national defense and of the 
services themselves, it is a real pleasure to be here. I am sure I will 
be back many times again. 

Mr. Kitpay. We are glad to have you, General, and I am sure you 
are correct, we will have you back quite frequently. 

General Stone. With regard to H. R. 7994, I should like to say at 
the outset that the Air Force is firmly convinced that proper medical 
care should be available to the dependents of all of its members, not 
just to the fortunate ones who are living near military medical facili- 
ties. With our personnel located in over 2,000 places and their de- 
pendents, of necessity, even more widely scattered, the inequities of 
the present situation are readily apparent. 

Fundamentally, the Air Force believes the proper method of pro- 
viding dependent medical care is through the use of military medical 
facilities. Obviously, however, with the present wide dispersion of 
our dependents, our network of medical facilities cannot possibly pro- 
vide for all of them. 

Therefore, the Air Force supports the objective of H. R. 7994 to 
provide a plan for improved dependent medica] care through the use 
of civilian facilities where military medical facilities are inadequate 
or nonavailable. At the same time, we shall continue our efforts to 
develop a situation wherein we shall be able to take care of a larger 
portion of the load ourselves. 

Further delay of an explicit declaration of policy regarding medi- 
cal care for dependents of military personnel should be avoided if at 
all possible. The present situation, with its many inconsistencies and 
uncertainties, leaves much to be desired. Personnel are quite con- 
cerned and sometimes confused as to whether they are entitled to de- 
pendent medical care. In this regard I would like to quote from a res- 
ignation letter submitted by a Regular Air Force captain: 

About medical service for dependents, it should be decided definitely one way 
or the other whether the Air Iorce is going to have it or not have it. If it is 
going to be provided, they should provide complete medical care for dependents. 
If the facilities at an installation are such that complete service cannot be ren- 
dered, arrangements should be made with the local doctors and hospital whereby 
dependents of military personnel can be treated at Government expense. 

General LeMay was asked to appear before you today. However, 
a previous commitment made it impossible for him to do so. In re- 
gard to dependent medical care General LeMay has this to say: 

I have the very strong conviction that medical care must be made available 
to all members of the Air Force families in Strategic Air Command in a manner 
similar to that presently available to the military members only. My opera- 
tional capability is constantly being compromised due to the low retention of 
qualified personnel. We can never expect sufficient numbers of people to make 
the Air Force a career if they can’t get medical care tor their wives and children. 
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The International situation, for the foreseeable future, will require 
a rather large active Military Establishment. The Air Force, with 
its assigned mission, must be geared for immediate retaliatory action 
in the event of an attack by an aggressor force. Consequently, we must 
have experienced and qualified personnel available at all times. While 
we have had fair success in recruiting personnel for the Air Force, our 
major concern is to devise ways and means of retaining such per- 
sonnel after expending considerable sums in training them for modern 
warfare. 

Admittedly, improved medical care for dependents will not entirely 
solve this problem. It will materially assist in our efforts to make 
the service more attractive. We are certain as a result of surveys 
that it will induce many of our experienced personnel to stay with us. 
To this end, your favorable consideration of legislation designed to 
provide adequate medical care for dependents is solicited. 

Mr. Kurpay. Thank you very much, General. 

Are there questions from members of the committee ? 

Mr. Miturr. Mr. Chairman. 

Mr. Kitpay. Mr. Miller. 

Mr. Mitrter. How many doctors are there in the Medical Corps 
now ? 

General Stonr. At the present time, sir, we have 2,799. 

Mr. Minter. That is on a fixed basis? What, 3.2! 

General Srone. Actually, that is a 2.9 ratio in the Air Force, sir. 

Mr. Miter. 2.9. We have been discussing in various plans, Gen- 
eral, and you followed them, I am sure 

Gaaiest Strong. Yes, sir. 

Mr. Miter. How many additional doctors do you think it would 
take to adequately care for the dependents of the Air Force personnel 
if we turned the job over to the Air Force itself ? 

General Stone. Well, that, sir, is a question that I am not prepared 
to answer in specific numbers because it would depend greatly on 
the situation that existed at the time you were speaking. For example, 
with dependents widely scattered, the number of doctors required to 
take care of any particular group would be more than if they were 
more concentrated in localities. 

Mr. Muter. Of course, it struck me the other day, in thinking about 
this thing, in one of the services the cost would be about $100 million 
a year at the time you got through with it, and that if we gave that 
$100 million to the service itself 

Mr. Héeerr. That is, all services. 

Mr. Miter. Well, even to all the services; would that create a pool 
of doctors big enough to handle this thing in the traditional way, 
without going into this insurance deal? 

General Sronr. Well, with the situation that exists today and 
which will probably exist for the foreseeable future, I doubt if the 
services will ever get the capability, even though there were sufficient 
doctors available, to take care of all of our dependents in military 
facilities, simply because the people who are dependents have the 
free choice of living where they please, and they may not be close to 
any military facility. 

We can’t control where the dependents live. And I think there will 
always be some who live at quite a considerable distance from a mili- 
tary facility. 
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Mr. Miuirr. I don’t question that. But this is one item—I don’t 
know how thoroughly this has been explored, that this expenditure 
of $100 million would go toward building new hospitals or clinics or 
providing new personnel. 

I assume that you could get in the neighborhood of 1,200 or 1,500 
doctors, with all of the support necessary, and still use maybe 25 per- 
cent of that money a year for a number of years to increase the bed 
capacities in hospitals or establish clinics where this thing could be 
handled. 

It is a new approach, but I do think we ought to give some thought 
to what the cost would be. Now, it is true you can’t control these 
people. But there is hardly a place in the United States today, par- 
ticularly a metropolitan community of any size, that hasn’t a military 
or naval or air establishment in or near it. 

This poses a question that is provocative, as far as I am concerned. 
I am not going to burden the record further. 

Mr. Kiupay. Mr. Hébert. 

Mr. Heéperr. General, did I understand you to say that the ratio 
of doctors in the Air Force was 3.9? 

General Strong. 2.9. 

Mr. Heéperr. 2.9? 

General Stone. Yes, sir. 

Mr. Hésert. Who set that ? 

General Stone. As I recall, sir, that was set by this Joint Depart- 
ment of Defense-ODM review—— 

Mr. Rivers. Rusk Committee. 

General Sronr. Rusk Committee. 

Mr. Hépert. It was set by the Rusk Committee. So it is interesting 
to note that the Rusk Committee sets 2.9 for the Air Force and 3.26 
for the Navy. I am just wondering what the difference of physical 
structure of the two branches were, that they would set 2.9 for the 
Air Force and 3.26 for the Navy. What did the Congress set for you, 
for the Air Force? 

General Stone. As I understand, the Congress gave one overall 
figure of 6.5 for all services. 

Mr. Rivers. Not to exceed 6. 

General Srone. Yes, sir. 

If I understand the reason correctly for the difference between the 
services in the ratios allowed, there was consideration given to the 
fact that the Navy, for example, had to maintain doctors on ships at 
sea, Whereas the Air Force did not have that same requirement. 

Mr. Bianprorp. I think the 6.5 was applicable only to the Navy, 
General, and that there is no statutory ceiling or minimum with regard 
to the Army and the Air Force. 

The 6.5 was established in title II of the Officer Personnel Act. I 
don’t recall any type of a numerical or percentage limitation for the 
Army and the Air Force. 

Mr. Rivers. General, let me get your position straight, and stop 
me wherein I am incorrect. Would you prefer to see as many well- 
rounded services rendered by the military installations, with the re- 
mainder implemented by civilians? 

General Stone. That is correct ; yes, sir. 

Mr. Rivers. And would you rather see a floor below which the De- 
partment of Defense can’t reduce the military doctors, to assure to 
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each service a definitely legislated number by the Congress as a matter 
of law? 

General Strong. Well, sir, I hesitate to request a floor because I be- 
lieve that we should evaluate the situation that exists and try to deter- 
mine the proper number of doctors to fight that situation. 

Mr. Rivers. Well, if we have a 3 million military—in round figures, 
I am talking about—or say a million-man Air Force—I am speaking 
in round figures—could we not—Admiral Radford said it would be 
that for the foreseeable future, at least 50 years. You share that, 
don’t you? 

General Stone. I share the foreseeable future. 

Mr. Rivers. Yes. 

Therefore, if we set a figure of 1,000 for the Air Force, could we 
not then make a relative number of medical—of physicians and 
dentists available? 

General Stone. Well, if we had a million personnel for a continu- 
ing period and approximately a million dependents, which is about 
what we have now, I would say that a number of doctors in excess 
of the number that we do have at the present time would be necessary 
in order for us to give the medical care for dependents in military 
facilities which we feel we should be giving. 

Now, at the present time we have some hospitals under construc- 
tion and those hospitals must be staffed. In order for them to be 
utilized to their full capacity, I believe it will require in peacetime 
the treatment of some civilians. Therefore, we should have some 
doctors to go with those facilities. 

Mr. Rivers. Well, wouldn’t you think it would be well, if we are 
going to build the building, to utilize it as near to its capacity as 
possible ? 

General Stone. Yes, sir. 

Mr. Rivers. Then what is left over by way of need, implement 
that by some sort of a subsidy for civilian personnel ? 

General Stone. I do, sir. 

Mr. Rivers. That is common sense, isn’t it ? 

General Stone. Yes, sir; that is the way I feel. 

Mr. Rivers. Thank you, General Stone. 

Mr. Kitpay. Are you prepared now to give us your reenlistment 
rates in the Air Force? 

General Sronr. Yes, sir; I have some figures for the Air Force, 
and Colonel Stephens here has some that are applicable across the 
board in the Department of Defense. We can give you a copy of 
this page out of their book, which will cover the entire Department 
of Defense. However, if you have any specifics relative to the Air 
Force, I would be glad to answer them. 

Mr. Buanprorp. Let me ask this one question, Mr. Chairman. I 
think probably we ought to put the whole thing in the record. 

Mr. Kitpay. The statement as to all the departments will be in- 
cluded in the record. 

(The information is as follows:) 
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Mr. BuanpForp. General, would you say that since the passage of 
the Career Incentive Act there has been a marked improvement in your 
reenlistment rate 

General Stone. Yes, sir, I would. In the last quarter of fiscal 1954, 
during which time the Career Incentive—or rather the Reenlistment 
Bonus Act was passed, we were still experiencing the release from 
active service of people who had gotten into the service prior to the 
beginning of Korea. So the rate was not definitely in bad shape at 
that time. It was 27 percent. 

The beginning of Pm next year, however, we started to get people 
who were getting released from the services as a result of enlistment 
after Korea. They came in during the first days, early days of Korea, 
and through patriotic motives served their period during the war, and 
as soon as that was over, they started to get out in large numbers. 
And the rate went down in the next quarter to 21 percent. 

Mr. Buianprorp. This is your overall reenlistment rate? 

General Srons. That is the overall reenlistment rate. That was the 
first quarter of 1955. 

Now the whole year 1955 we actually experienced a 23.4 reenlistment 
rate, which is—— 

Mr. Bianprorp. Is this fiscal 1955 or calendar 1955? 

General Stone. This is fiscal; all fiscal years. Fiscal 1955 was 23.4. 
And the significant part of that was that the first-termers wefe reen- 
listing only atthe rate of 14 percent, whereas the oldtimers, the people 
who had gotten into the Air Force prior to Korea, were enlisting at 
the rate of 70 percent. 

So when the Reenlistment Bonus Act was passed, that corrected this 
downward trend, we feel. It stopped it. And the rate started to in- 
crease. In 1956 we had a 32 percent—we expect a 32-percent rate. 
And to date we are hitting that rate satisfactorily. And in fiscal 1957, 
we expect during that year, which is one of small losses in comparison 
to 1955 and 1956, a good rate, but one of a lower percentage, about 28 
percent. 

Now the first-termers went up from 14 percent in 1955 to what we 
expect will be 20 percent in fiscal 1956. 

Mr. Buianprorp. Then we have bettered that 5 percent increase we 
had to show to more or less to pay for the Career Incentive Act? 

General Stone. Very definitely, in my estimate, we have. 

Mr. Buianprorp. So in your opinion the Career Incentive Act has 
now paid for itself? 

General Stone. That is my opinion, yes, sir; very definitely. 

Mr. Bianprorp. Thank you. 

General Stone. That the rate has gone up very materially, that the 
Career Incentive Act, the reenlistment bonus, and some policy changes 
within the Air Force itself have together had a tremendous impact on 
reenlistments. 

For example, now—I was talking about the regular expiration of 
term of service type people are enlisting. But now we have changed 
the policy in the Air Force, just last summer, which would allow a 
man who, after completion of 50 percent of his obligated tour—he is 
authorized to reenlist, and that caused the reenlistment rate to again 
take a jump. And if you include those people as eligible to reenlist 
in any 1 particular month, we have been experiencing rates in the 
vicinity of 45 percent during the first half of fiscal 1956. 
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So altogether these things are beginning to pay off and we feel 
that this is another item which is important. Because in our quar- 
terly surveys amongst our people we found out that a good 8 percent 
put this one item as No. 1 in the reenlistment intention category. 

Mr. Rivers. This supersedes housing? 

General Stone. In 8 percent of the cases, this is the thing that would 
make them change their mind. 

Mr. Rivers. It was first pay, and then this and then housing; is 
that right ? 

General Stone. Well, there is a larger group that talks about hous- 
ing right now. Pay is still 16 percent—this is as of our August 31 
survey. That was just 4 months or 5 months after the passage of 
the Career Incentive Act. So it may not have had a chance to really 
take effect yet. 

Mr. Rivers. Yes. 

General Stone. But dependent medical—I beg your pardon. It is 
7 percent, rather than 8. But housing is 5.2 percent. So medical 
care is above housing; you are right, sir. 

Those changes between surveys, primarily I guess is as a result of 
the group that you happen to hit on that particular survey. 

Mr. Rivers. Thank you. 

Mr. Kitpay. Thank you, General. 

Mr. Bares. Did you get the reenlistment rates? 

Mr. Kitpay. Yes. 

Brigadier General Berkeley of the Marine Corps. 

Have a seat, General. 


STATEMENT OF BRIG. GEN. J. P. BERKELEY, UNITED STATES 
MARINE CORPS 


General BerkeL_ey. Good morning, Mr. Chairman and members of 
the committee, like General Stone, this is my first appearance before 
you gentlemen, and I have looked forward to this with a great deal 
of pleasure for many years, a chance to know and work with the 
distinguished member of this committee. 

Mr. Kitpay. Thank you, General. 

General BerKketey. I appreciate this opportunity to represent the 
United States Marine Corps in connection with the proposed Depend- 
ent Medical Care Act of 1956. 

The Marine Corps wholeheartedly supports the principles involved 
in H. R. 7994. We believe this proposed act will go a long way 
toward solving a problem that has had service morale complications 
in the past. The task force’s excellent presentation has our whole- 
hearted support, together with the points that have been discussed 
by the committee this morning. The task force has pointed up 
certain problem areas, we know that those areas, which are of concern 
to us, will receive your consideration. 

As you know, with few exceptions, the Marine Corps has found it 
inadvisable for dependents to accompany the Fleet Marine Forces 
overseas. As a consequence, we have an appreciable number of de- 
vendents returning to their original domiciles or establishing new 
1omes at many points in the United States. Many of these points of 
residence are remote from military medical facilities. As a result, 
many of our marine families are without the benefit of the dependent 
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medical care provided by current legislation. This condition con- 
stitutes a major morale problem. H. R. 7994 will do a great deal 
toward alleviating this problem. 

Once again, gentlemen, I repeat that the Marine Corps strongly 
supports the proposed act, subject to your serious study of the re- 
maining problem areas outlined by the task force. 

I thank you for the opportunity of making this statement. 

Mr. Kiupay. Thank you, General Berkeley. 

Are there any other questions from the members of the committee / 

(No response. ) 

Mr. Kitpay. Mr. Blandford. 

Mr. Bianprorp. Yes, sir. 

Do you have your reenlistment rates, General ¢ 

General Berkeiey. Yes, sir. At the end of fiscal 1954, the overall 
rate was 12.7 percent. For the fiscal year 1955, the overall rate was 
20.6 percent, and for the end of the first quarter of fiscal 1956, we are 
up to an overall rate of 30.9 percent. 

Mr. Buanprorp. Are you willing to make the statement that, in your 
opinion, the Career Incentive Act, plus whatever other administrative 
changes have been made, has more than paid for itself, insofar as the 
Marine Corps is concerned ? 

General BerkeLry. Most definitely. 

Mr. Buianprorp. Thank you. 

Mr. Kiupay. Mr. Rivers. 

Mr. Rivers. I want to congratulate General Berkeley. I may say 
that South Carolina knows your family and knows your distinguished 
father, who is a retired Marine Corps general. I am glad to see that 
the Marines are still in the same old place, giving us a short, consistent 
statement, right down to the point and getting down to business. 

General Berkevey. Thank you, sir. 

Mr. Rivers. It is a fine statement. 

Mr. Kivpay. Thank you, General Berkeley. 

Major General Cooney. 


STATEMENT OF MAJ. GEN. JAMES P. COONEY, UNITED STATES 
ARMY 


General Coonry. Mr. Chairman and members of the subcommittee, 
Maj. Gen. Silas E. Hayes, the Surgeon General of the Army, is un- 
avoidably detained out of town on official business, and he sends his 
regrets. I am Maj. Gen. James P. Cooney, Acting Surgeon General 
of the Army. 

I appreciate the opportunity to speak in support of H. R. 7994. As 
citizen and soldier, I am deeply concerned with all ramifications of 
the dependent care problem. However, speaking as Acting Surgeon 
General of the Army, I will confine my remarks to aspects of par- 
ticular concern to the Army Medical Service. 

Adequate medical care of the serviceman’s family is important from 
the medical standpoint, as well as the overall needs of the Army. The 
knowledge on the part of the soldier that his family can get medical 
care when necessary is an important factor in his emotional security 
and good mental health. 

Traditionally, soldiers have expected and have received medical 
attention for their wives and children living on or near military posts. 
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Medical care of these families is not only important to the morale of 
Army personnel, but it is essential to the maintenance of the health 
of the post population, military and civilian. 

In recent years, however, the volume of such care has grown to a 
point that it presents a serious problem. Due to a large number of 
married military personnel and improved post housing, the on-post 
family population has increased substantially. At the same time, 
decrease in size of the Army has resulted in a decrease in Army medical 
resources. The size of our dependent workload depends more on 
availability of housing on and near posts than it does on the strength 
of the Army. The result is that an ever-increasing share of Army 
medical resources is being devoted to the care of families. 

There are many Army communities where medical care of families 
must be provided by the Army for the simple reason that no other 
medical resources are available. Oversea areas, such as Japan and 
Germany, are examples. Likewise, within the United States itself 
there are many Army communities which are either isolated from 
civilian medical resources or which are in areas where civilian 
resources are incapable of taking on the additional load which would 
be imposed by military families. 

For example, Fort Knox, Ky., has a dependent population of 8,000 
living on the post and 10,000 in surrounding areas. The civilian hos- 
pitals in Louisville, 30 miles away, are already crowded. 

Furthermore, queries addressed to a number of Louisville physicians 
indicated that few, if any, would be willing to make professional calls 
at Fort Knox. However, a number of Army medical facilities are 
located at or near metropolitan areas where civilian medical facilities 
are both capable and willing to share in the care of military families. 
The proposed bill would make this possible and would be an important 
contribution toward freeing medical resources for essential military 
functions. 

However, I am equally anxious to assure that Army medical facili- 
ties continue to provide a considerable amount of dependent care. 
Provision of dependent care in Army medical facilities is necessary for 
the procurement and retention of medical officers without whom the 
Army Medical Service could not exist. 

In our oversea commands, we must have doctors skilled in the care of 
women and children. We cannot expect these doctors to spend all 
their careers overseas, nor can we expect them to enter new specialties 
when they are rotated back to the United States. Hence, from the 
standpoint of the Army Medical Service, we must engage in the care 
of military families in the United States, as well as overseas. 

The Army internship and residency programs are the major source 
for the procurement of career medical officers and the primary means 
for training these officers in specialties essential to the provision of 
medical support of the Army in peace and war. These programs re- 
quire training in broad clinical areas which can be provided only by 
the care and treatment of patients of both sexes and all ages. 

Furthermore, the Army will cease to attract or retain good doctors 
unless it can offer them the opportunity for a well-rounded profes- 
sional career, including professional experience with women and 
children. There is good reason, other than just professional interest, 
for this attitude on the part of doctors. 
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Many of our doctors, after completing their military career, con- 
tinue their professional career in civil life. They would not accept 
a military career which would be so limited as to practically bar them 
from continuing a professional career following retirement. Our 
Medical Service would deteriorate to mediocrity if the opportunity for 
a balanced family practice were withdrawn. The proposed legisla- 
tion authorizes the military services to continue to provide medical 
care to dependents of military personnel. 

In summary, I feel that a dependent medical care bill should be 
passed in the interests of justice, of morale, of the health of our troops, 
and of the good of the Army Medical Service. It will afford a solu- 
tion to the problem of providing medical care to those dependents 
beyond the capabilities of the Army Medical Service and will au- 
thorize the military to continue to care for those for whom facilities 
are available. 

Thank you for your kind attention and courtesy that has been 
extended to me by this subcommittee. 

Mr. Kitpay. Thank you, General Cooney. 

Are there questions from members of the committee ? 

Mr. Rivers. Yes, I have a couple questions, Mr. Chairman. 

Mr. Kitpay. Mr. Rivers. 

Mr. Rivers. General Cooney, would it embarrass you to answer 
a question about having a definite percentage available to the Army 
for orderly planning, below which a committee, like the Rusk com- 
mittee, couldn’t vary, or would you rather not get into that? I 
know how treacherous that subject is. 

General Cooney. I feel it is very treacherous, sir. 

Mr. Rivers. All right, sir. Well, we will get to something else. 
knew the answer all the time. [Laughter. | 

In Public Law—what was this public law ? 

Mr. Bianprorp. Extension of the doctors draft law. 

Mr. Rivers. Anyway, when we had the doctors draft, here is what 
was carried in the report by the chairman : 

The Armed Forces and the Public Health Service, during the next 2 years, 
must obtain 7,721 physicians for military service: 4,819 of these physicians will 
be recent medical school graduates; 1,800, who would otherwise be liable, will 
be deferred for specialty training to be available to the Armed Forces after the 
doctors draft expires in 1957. This accounts for the estimated 6,619 physicians 
who will be available for military service under the regular draft law during 
the next 2 years. Thus, to meet the overall requirements for physicians in the 
Department of Defense and Public Health Service, which totals 77— 
and so forth and so on. 

Anyway, my thought is that out of that figure, 1,800 would be set 
aside for residences; is that correct ? 

General Coonry. That is correct, sir. 

Mr. Rivers. Has that 1,800 number been maintained ? 

General Coonry. No, sir. 

Mr. Rivers. What is the number? 

General Coonry. 300 one year and 500 the second year. 

Mr. Rivers. So you roughly had half of the 1,800 ? 

General Coonry. That is correct. 

Mr. Rivers. I would say a half, or a third. 

Mr. Buanprorp. It is about 40 percent. 

Mr. Rivers. About 40 percent. 
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So you would have about—say 800. You got 300 one year. 

General Coonry. 300 one year and 500 the other, to be divided 
between the 3 services. 

Mr. Rivers. Now, what sort of a burden did that put on the Army, so 
far as giving overall medical services? 

(Mr. Blandford aside to Mr. Rivers.) 

General Coonry. Well, of course, it will seriously deplete the num- 
ber of trained specialists that we will have. 

Mr. Rivers. Of course it will. And if you follow it to its logical 
conclusion—every year you have these residences; don’t you 4 

General Coonry. Yes, sir. 

Mr. Rivers. And if they keep on depleting them with the same geo- 
metric or arithmetic progression, whatever you want to call it—that 
sounds pretty good—-you won't have any ‘ 

General Coonry. It would be catastrophic, sir. 

Mr. Rivers. Now who would be responsible for lowering that per- 
centage’ Is that the Rusk Committee, too / 

General Coonry. I would rather not answer that, sir, because I am 
not certain. 

Mr. Rivers. Dr. Berry, can you give us a little light on that subject ? 

Dr. Berry. Yes,sir. That is, we have asked them again. 

Mr. Rivers. What is that / 

Dr. Berry. We have asked them again to extend the numbers and 
they would not agree with us. 

Mr. Rivers. Don’t you think that is a serious threat to that 
possibility ¢ 

Dr. Berry. Yes. 

Mr. Rivers. That pool of specialists / 

Dr. Berry. Yes. 

Mr. Rivers. That potentially we have. when somebody cuts it down / 

Dr. Berry. Yes, sir; without any doubt. 

Mr. Rivers. Do you have any reason for cutting it down ¢ 

Dr. Berry. Yes; I can give you their reason. 

Mr. Rivers. What is it ? 

Dr. Berry. As they expressed it to us, they do not want to call out 
the older doctor, the older age group over 35 who are already in 
practice. 

Mr. Rivers. That is right. 

Dr. Berry. Because the take would be so small without many pro- 
tests and letters. 

Mr. Rivers. Now we specifically went into that. 

Dr. Berry. Yes, sir. 

Mr. Rivers. When we had the doctors draft before this. And there 
were seventy-odd thousand of those category 3 people who never served 
their time and generation. 

Dr. Berry. There are 7,700 at the present time, sir. 

Mr. Rivers. Yes; 7,700 now. They never served a nickel’s worth 
for the Government. They stayed home during the days of lush in- 
come and made fortunes. 

Dr. Berry. Yes, sir. 

Mr. Rivers. And we had to create category 4 and legislate a certain 
group into that. 

Dr. Berry. Yes, sir. 
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Mr. Rivers. Now for the Rusk Committee, or any committee, to 
circumvent the specific intent of Congress and leave that category, or 
whatever, group 3, you want to call it, home, and take somebody else, 
is not keeping faith with the Congress. 

Dr. Berry. Yes, sir. 

Mr. Rivers. Do you agree with that / 

Dr. Berry. | agree; yes, sir. 

Mr. Rivers. I don’t have any complaint. | Laughter.) 

Mr. BLanprorp. Mr. Chairman. 

Mr. Kitpay. Mr. Blandford. 

Mr. Bianprorp. Dr. Berry, may I ask you a few more questions in 
connection with this whole matter? The original purpose and what 
this committee told the Congress as the justification for extending the 
Draft Act and only reducing the age to 45 was on the assumption that 
we did not want to man our Armed Forces with just young interns 
coming out of medical school; is that correct ? 

Dr. Berry. Yes, sir. 

Mr. Bianprorp. That had we taken those 1,800 who would other- 
wise have been available, we might have come much closer to meeting 
our draft needs, but at the same time at the end of the 2-year period 
of the draft extension, we would then have depleted all of our experi- 
enced physicians who otherwise would have been liable up to age 35. 

Was that not the justification / 

Dr. Berry. Yes, sir. 

Mr. Bianprorp. And this Congress, after considerable discussion 
and debate, finally agreed to lower the draft age to 45, and it was 
the intent of the Congress of the United States, as distinguished from 
the Rusk Committee—the Congress of the United States—that the 
draft age would be at 45, knowi ing full well that there would be indi- 
viduals between the ages of 35 and 45 who would have to be taken 
from priority 3 in order to meet the needs of the armed services: is 
that correct ? 

Dr. Berry. I would think so. That is what was in the history of 
the bill; yes, sir. 

Mr. BLanprorp. Then am I correct in saying that what the Rusk 
committee has done is that they have now said that insofar as they 
are concerned, they will only permit you, as the Department of De- 
fense, to take doctors to the extent of 500 this year and 500 next year, 
and defer them, so that they will be available 2 years from now, or 
a year from now, and you must then go out to these medical schools 
and get these young interns, the very thing the Congress said they 
did not want you to do? 

Dr. Berry. 300 last year and 500 this; yes, sir. 

Mr. Buianprorp. So that this is, to state it plainly—this action is 
in direct violation or contrary to what the Congress of the United 
States did when they passed the extension of the “Draft Act. Is that 
a correct statement ? 

Dr. Berry. Yes, sir. 

Mr. BLanprorp. Thank you. 

Mr. Rivers. This report from which I read was the extending of 
the doctors draft of the 84th Congress, the first session, and that is 
the chairman’s words, frow which I am reading. 

Mr. Kitpay. Any further questions ? 
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Mr. Rivers. I am not sure the Rusk committee wanted the doctors 
draft extended. 

Dr. Berry. I am just reading—may I read a quotation—— 

Mr. Barrio. This is the Universal Military Training and Service 
Act, as amended. 

Mr. Kitpay. Go ahead, Doctor. 

Dr. Berry. May I read that? It is in the National Advisory Com- 
mittee, subparagraph (j), National Advisory Committee: 

In the performance of their functions, the National Advisory Committee and 
the State and local volunteer advisory committees shall give appropriate con- 
sideration to the respective fields of the Armed Forces and the civilian popula- 
tion for the services of medical, dental, and allied specialist personnel, and in 
determining the medical, dental, and allied specialist personnel available to serve 
the needs of any community, such committees shall give appropriate considera- 
tion to the availability in such communities of medical, dental, and allied special- 
ist personnel who have attained— 
in this original act — 
the 51st anniversary of their birth. 


I believe that is what it is all based on, sir. 

Mr. BLanprorp. That committee is advisory ; is it not, Doctor ? 

Mr. Rivers. You mean the local ¢ 

Mr. Buanprorp. No, the National Advisory Committee. 

Mr. Rivers. Yes, sir. 

Dr. Berry. Yes, sir. 

Mr. Buanprorp. And that committee merely makes recommenda- 
tions on availability ? 

Dr. Berry. They make those recommendations, and in the various 
letters from their original establishment I believe it was either im- 
plied—I haven’t the letters before me—or written that primary atten- 
tion would be given to their recommendation. 

Mr. Rivers. Those boards have been in existence for a long time? 

Dr. Berry. Yes, sir; 1947, sir. 

Mr. Rivers. And they were at the local level, and the basis for their 
recommendation was the terrible impact on the community ? 

Dr. Berry. This was the origin of the National Security Act, apart 
from the local selective-service boards. This was the Office of Defense 
Mobilization, and under them their committees. 

Mr. Buanprorp. Doctor, can you foresee coming before this com- 
mittee in 1957 and asking for an extension of the Draft Act with an 
age of say approximately 40 in order to get experienced physicians as 
a result of this action on the part of the Rusk committee? 

Dr. Berry. The Special Draft Act ? 

Mr. BLanprorp. Yes. 

Dr. Berry. As opposed from the regular ? 

Mr. Buanprorp. That is right. 

Dr. Berry. I do not think there will be enough left in the Special 
Draft Act to justify that or to have much of a take from it. 

Mr. Buanprorp. Does not the action of the Rusk committee mean 
that his Congress may be faced with a necessity of taking veterans? 

Dr. Berry. I would think in the last analysis that might be so, if 
there were not enough experienced doctors. 

Mr. Buanprorp. We know that that is the reason we deferred these 
people in the first place. 

Dr. Berry. Yes, sir. 





Mr. Buanprorp. So the net result of what the Rusk committee may 
be doing is to force upon the Nation the redrafting of veterans who 
have not yet attained the age of 40; is that a fair summary / 

Dr. Berry. That would be very unfortunate; yes, sir. 

Mr. Bianprorp. Don’t you think it is fair to say that ? 

Dr. Berry. Yes; that is a possibility. 

Mr. Bianprorp. Thank you. 

Mr. Rivers. That will take some of these veterans who we put in 
category 4 and exempt some of the preferred stock in category 3, or 
group 3, who have never served any time in any war. 

Dr. Berry. Sir, may I tell what our calculations have been, since 
the present amendment to the Special Draft Act? 

Mr. Kizpay. Go ahead, Doctor. 

Dr. Berry. With the provision that those 35 and over who have 
applied and been refused a commission are exempt—that would 
include a great number of the priority 3 group—we didn’t know what 
that would amount to at first. 

Apparently about 30 percent of that group have previously applied 
for commissions and are exempted. 

Mr. Bianprorp. That is the physically disabled ¢ 

Dr. Berry. Yes, sir. 

Mr. Bianprorp. That is the man who was once found physically 
disabled ¢ 

Dr. Berry. Yes, sir. 

Mr. Buanprorp. And who actually made the effort to try to go on 
active duty ¢ 

Dr. Berry. Yes, sir. 

Mr. Buanprorp. And was turned down? 

Dr. Berry. Yes, sir. 

Mr. Bianprorp. And this Congress then said that is not fair 
that man over 35? 

Dr. Berry. That is right. 

Mr. BLanprorp. He has made a gesture in the right direction ? 

Dr. Berry. That is right. 

Mr. Bianprorp. What Mr. Rivers is talking about is the other 7 
percent of the remaining 7,700. 

Dr. Berry. I am just giving you the breakdown as to what 
have found from the workings of that act. 

Mr. BLanprorp. Yes. 

Dr. Berry. We also found in the December draft call of 1954, that 

2 percent of that group were ruled out on physical disabilities as 
tae applied to the Special Doctors Draft Act and the special methods 
of bringing them in. 

Mr. Rivers. There is still the group 

Dr. Berry. That is why we shall have a rapidly diminishing group 
at the end of another 2 years, sir. 

Mr. Rivers. That is right. 

Mr. Bianprorp. That is the major issue involved; yes, sir. 

Mr. Rivers. And as a result, once those people get home free, they 
have had it, so the next group you are going to turn to are the veterans 
who have alres ady served. 

Dr. Berry. That is correct. 

Mr. Rivers. That is just a delaying action by the Rusk committee; 
that is what it is, a delaying action. 
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Mr. Kirpay. Thank you, Dr. Berry. 

We will now have Major General Ogle, of the Air Force. 

Have a seat, General Ogle. 

General Octz. Mr. Chairman, I had a prepared statement which 
corresponds in a great measure with many of the previous statements 
given. If it please the Chair and the committee, I will dispense with 
reading this and emphasize some of the factors of this problem that 
I feel rather keenly about. 

Mr. Kitpay. We will be glad to have you do that, and your state- 
ment will be included in full at this point in the record. 


STATEMENT OF MAJ. GEN. D. C. OGLE, AIR FORCE SURGEON 
GENERAL 


General Ocie. Mr. Chairman and members of the committee, there 
is an urgent need for a positive and clearcut authority for providing 
medical care for the families of our uniformed services. The Armed 
Forces have long attempted to provide good medical care for military 
families without adequate public recognition of the responsibility. 

This service has not always been uniform in quantity or quality, 
and there are inequalities in its distribution and availability. 

Medical care for military families is a big assignment. There should 
be full recognition of its scope, and clear authority for straightfor- 
ward planning and budgeting that is commensurate with the need. 

The significant new feature of H. R. 7994 is that it authorizes de- 
pendent medical care not only from military, but also from civilian 
sources under a mutually partic ipating prepaid insurance system. 
This will improve the current situation in which assistance from the 
Federal Government is available only to those dependents who live 
near military installations. This legislation would help those de- 
pendents isolated from military medical facilities. 

Enactment of this legislation would not materially increase or 
decrease the military medical program. There may be a modification 
of the present heavy dependent care load in some areas; however, we 
expect and plan to continue medical care for military families. There 
is a need for public recognition that dependent care is essential to a 
strong and well-rounded military medical system. Dependents over- 
seas rely on military doctors, both physicians and dentists. With the 
rotation of our Armed Forces throughout the world, training in all 
aspects of family care is required in order to sustain the skills needed 
for the care of military families overseas. 

Dependent care in military facilities provides a mechanism for 
sustaining and strengthening medical preparedness for a national 
emergency. The provision of f: imily medical care is a valuable peace- 
time by product o fadequate military medical pr eparedness, An all-out 
attack on this country would immediately require all the skills known 
to military as well as civilian medicine. The military medical system 
must be ready to treat effectively all types of patients. This legisla- 
tion therefore cannot be used to alter i pee ially the scope of militar y 
medical programs, or to reduce the means with which such work is 
accomplished. 

Dependent care with its diversified patient load is a potent factor 
in the provision of quality medical care for military personnel. 
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Any significant diversion of family care from military medical 
practice would soon result in the loss of ambitious young doctors from 
our services. Attractions outside military medicine have resulted in 
many resignations of military physicians during the past 3 years. 
Restricted medical practice in the services w ould make the military 
medical services less attractive still. The care of healthy young males 
does not provide the clinical material essential to the acquisition and 
maintenance of those multiple skills which a competent medical service 
must have. Any additional loss of medical manpower would manifest 
itself in a reduced level of care for military personnel. We cannot 
afford to let this occur. 

H. R. 7994 provides for a newly oriented and a more comprehensive 
program of dependent care than has ever before been administered. 
It will be no easy task to solve the administrative problems which will 
be involved, but we are ready to proceed, and confident that it can be 
done. Experience may indicate a need for further adjustment; if so, 
the Congress will be requested to authorize required changes. 

H. R. 7994 represents a recognition of a long needed program and as 
such should be favorably considered. 

Mr. Kinpay. You go ahead in your own way, General. 

General Octe. I am pleased to testify in support of H. R. 7994. In 
brief, I would like to emphasize the following points relative to medical 
care for the families of military personnel. 

Such care is a logical and catniing) responsibility of the Depart- 
ment of Defense and there is need for more definite official recognition 
of the problem. 

Any legislation authorizing and recognizing medical care for mili- 
tary families should contain no provision which could serve to further 
whittle away the medical manpower of our military services. 

Aside from the official recognition of the ae medical care prob- 
lem, legislation is needed in order to provide better continuity and 
better distribution of medical care. Maximum utilization of military 
facilities and professional personnel should be continued. Such utili- 
zation will result in greater economies in the provision of famiy care, a 
more efficient peacetime utilization of military medical facilities, and 
manpower, a more stable and dependable medical readiness for na- 
tional emergencies, a strengthening and a maintenance of professional 
proficiency, ‘thereby contributing to the quality of professional care for 
the men in uniform and for families overseas as well as maintaining a 
military medical stature better fitted to cope with national emergencies. 

More attractive military medical careers for professional men and 
women would result from such a bill—I mean utilization of military 
facilities. And utilization of military facilities to the maximum 
would result in a more stable personnel management and assignment 
problem relative to foreign and isolated duty stations for professional 
personnel in that it would not limit the general family practice of med- 
icine and surgery to foreign and isol: ited spots. Any legislation con- 
cerning family ‘are should not take aw ay or reduce such care as may 
now be available. ’ 

It would seem most appropriate to me for family care to be consid- 
ered in the light of military necessity, in that it would maintain a much 
better stabilized military manpower and a higher degree of morale, 
and that the cost of such a program should be considered as a cost 
against national defense. 
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Mr. Kitpay. Thank you, General Ogle. 

General Ocatr. Thank you, sir. 

Mr. Kitpay. Are there questions of the General ? 

Mr. Rivers. Well, now, you favor the maximum utilization of the 
facilities, at what point? You haven’t even gotten yours built yet. 

General Octxe. Well, smal! though they may be, some of them, we do 
have 94 hospitals in the continental United States and 23 overseas at 
the present time. 

Mr. Rivers. Then you would also favor a floor below which nobody 
in the Defense Department can reduce it, to give you—to make the 
curve less likely to fluctuate ? 

General Octr. Well, I favor any type of consideration whereby we 
are provided with the personnel to accomplish a given mission; yes. 

Mr. Rivers. But you favor at some period lev eling off and then keep- 


ing it that way, as much maximum use of the fac ilities and of the 
per sonnel as possible ? 


General Ocix. That is right. 

Mr. Rivers. Yes; that is a good statement. 

Mr. Kray. Are there other questions from members of the com- 
mittee ? 

(No response. ) 

Mr. Kipay. Do you have anything, Mr. Blandford ? 

Mr. Buanprorp. I just want to ask you this question, Doctor. 

You are, I am sure, aware of the statistics that indicate that half 
of the medical costs in this country are hospital costs borne by 10 
percent of the population. That is an impressive figure that was 
given to us the other day. How far do you think we would go in 
solving the dependent problem for dependents in the Air Force if 
we provided major medical care and hospital care for your depend- 
ents, as distinguished from a complete duplication in civilian facilities 
of what they are now getting in military facilities? 

General Octe. I’m sorry, I don’t quite understand the question. 

Mr. Bianprorp. Well, let me put the question this way : Supposing 
that within the funds available it were only possible to provide major 
medical care, that is preoperative, operative, and postoperative care, 
and prenatal and postnatal care, and complete hospitalization during 
the period required, but we could not include taking little Johnny 
down to the corner and having the doctor look at ‘his throat and 
giving him a handful of sulfa tablets to go home and take once 
every 4 hours—in other words, the parents would have to pay for the 
normal call to a doctor, but if the parent took a child to the doctor 
and he said, “Those tonsils have to come out,” and then put him in 
the hospital, then insurance would cover that, and insurance would 
cover any type of major medical disaster that might happen to a 
family which eventually led to hospitalization—how far do you think 
that would go toward solving this problem you have in the Air Force 
with regard to dependent care? 

General Ocie. Well, I assume that you are speaking now of those 
families who are not available to military care. 

Mr. Buanprorp. That is right. 

General Oaie. That would be a great step forward, certainly more 
than is now provided. 

Mr. Bianprorp. Am I correct that the Air Force in particular has 
probably an even greater problem because of the dispersion of your 
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facilities with regard to dependents living in areas where there are 
absolutely no military medical facilities? 

General Oatxr. I believe we probably have the larger percentage 
living in the vicinity of a military facility. 

Mr. Brianprorp. Because of your airfields and you now have suffi- 
cient hospitals constructed, is that correct? 

General Ocie. We do not have sufficient hospitals constructed, but 
we have a sufficient distribution of medical facilities of a sort that 
can be used. 

Mr. Buanprorp. How many people are you turning away from 
your service facilities today because there just isn’t room for them. I 
mean overall? Is it serious? 

General Oete. It is serious at the time and place. 

We have isolated instances of that where an obstetrical service has 
a call on them for approximately 100 deliveries a month and we are 
able to accomplish only 30 due to limitation of personnel availability 
and limitation in space availability. 

Mr. Buanprorp. Well, now, let’s see if we can get down to concrete 
examples. How long does a dependent have to wait today in an Air 
Force facility before a tonsillectomy is performed? How long is your 
waiting list for that, say ? 

General Octr. You asked a difficult one. The tonsillectomy wait- 
ing list is quite long and in some cases I would suggest to be 6 weeks. 
But that is primarily due to the fact that we haven’t the personnel 
to secnuaiinls the tonsillectomy. 

Mr. Bianprorp. It is the lack of personnel and not the facility, 
then ? 

General Octx. That is correct. 

Mr. Buanprorp. In this instance? 

General Octe. In that instance, yes. 

Mr. Bianprorp. How would you propose to control any type of 
program which tried to place an emphasis on maximum utilization 
of a service facility before the opportunity came up to go to a civilian 
facility ¢ 

General Octe. I believe that that could be controlled much the same 
as it is today. 

Our local base surgeons have the authority to determine whether 
or not they have the capacity of performing medical care, and when 
they haven’t they either transfer the patient or suggest that they go 
elsewhere. 

Mr. Bianprorp. Well, are you opposed to that portion of the bill 
as now written which states that individuals will have free choice as 
between civilian and military facilities ? 

General Octe. I would have to know the other provisions of the in- 
surance program before I could take a positive stand on that. 

I feel about a free choice—I would hate to say that I was going to 
force a family to take medical care that would be inferior, and I would 
like to think that the medical services of the military departments 
can furnish something that is going to make a choice attractive. 

Mr. Bianprorp. Well, would you concur in this statement, that if 
there is free choice as between military and civilian facilities, that the 
one person who is going to profit is the dependent ? 

In other words, this is bound to improve medical service in military 
facilities. 
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General Oat. I think it behooves us to keep it on a very high plane, 
yes. 

Mr. Branprorp. Fine. Thank you. 

Mr. Kitpay. Thank you, General Ogle. 

We will now hear from Rear Admiral Hogan of the Navy. 

Admiral Hogan. 

Admiral Hoean. Mr. Chairman 

Mr. Kitpay. Good morning, Admiral. 

Admiral Hocan. And members of the committee, I would like to 
follow with your permission the example set by General Ogle in pre- 
senting my paper for the record and summarizing its contents. 

Mr. Kitpay. Very well. 

Your statement will be included in the record in full at this 
point. 

Admiral Hocan. Mr. Chairman and members of the committee, I am 
greatly pleased to have the opportunity of expressing my views con- 
cerning the proposed Dependent Medical Care Act of 1956. 

Prior to World War II, the Navy was often referred to as a “bache- 
lor Navy.” This, together with our small number of personnel and 
relatively few large overseas bases, rendered the provision of de- 
pendent care a not too difficult task at that time. However, at pres- 
ent we most decidedly have a “married Navy,” a greatly increased 
complement of officers and enlisted men, and our commitments are 
worldwide. 

There is no question in anyone’s mind concerning our inability to 
provide dependent care uniformly to all eligible personnel. At the 
same time, I am equally sure that no one should question the right of 
any given dependent to receive medical care within traditional limita- 
tions for acute medical and surgical conditions. The President of the 
United States, the Secretary of Defense, the Secretaries of military 
departments, and the American Medical Association have all voiced 
their approval of the concept that dependents of military personnel 
should be provided medical care. 

The ultimate to be expected of any member of the Armed Forces is 
that he is fully prepared and equipped to give his utmost and, if 
necessary, his life in the defense of our country. If every man is to 
perform according to this dictum, he must not be hampered by worries 
and cares regarding the provision of medical care for his dependents. 
To provide such care is, in my opinion, sound military personnel 
policy. The provisions of H. R. 7994 will make available proper 
medical care to all dependents. 

It is of the utmost importance that wherever possible dependent 
care be given by military medical officers in military medical facili- 
ties. Unless this is accomplished, the caliber of medical care admin- 
istered to our combatant troops will suffer greatly. 

If you will bear with me a moment, I will endeavor to give you my 
reasons for making this statement. In order to maintain the high 
caliber of medical practice in the Armed Forces, it is essential that 
we attract and retain intelligent and capable young physicians. The 
young physician of today realizes that in order to become highly pro- 
ficient in his profession, he must take his early training in an insti- 
tution conducting a teaching program. It is universally accepted 
that better medicine is practiced in those facilities conducting teach 
ing programs. 
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In order to maintain an approved training program and one that 
will enable us to obtain top-notch physicians to care for our service- 
men and our dependents at home, on the sea and abroad, we must 
provide patients of both sexes and all ages. At first glance it might 
appear that dependent medical care is something which could, or 
should, be done almost entirely by civilian physicians in private prac- 
tice under contract or under civil-service employment. 

The effect of this on career attractiveness for military medical offi- 
cers would be most adverse, as under such a system the career military 
medical officer could look forward largely to the care of generally 
healthy young military men and to duty overseas or in isolated con- 
tinental areas. Under these circumstances, the attractiveness of a 
military medical career would be still further reduced and more 
civilian physicians would have to be drafted to care for our military 
men or to serve in these isolated continental or overseas areas. 

Thus, we see that the provision of dependent medical care allows 
us to satisfy a threefold need; namely, that of elevating the morale 
and increasing the reenlistments of our service personnel and at the 
same time furnishing a most important career incentive which will 
stimulate young doctors to apply for a commission in one of the 
medical departments of our Armed Forces and thirdly, utilizing our 
facilities and doctors more efficiently and economically and thus main- 
taining a better state of medical readiness. 

Mr. Chairman, in closing I would like to emphasize one point—our 
Medical Corps has made enormous advances in terms of submarine 
medicine, aviation medicine, preventive medicine, and in all of the 
other myriad problems which this supersonic age and nuclear age have 
thrust upon us. 

However, we must also make advances in the area of development 
of proper medical care for the dependents of our military personnel. 

The proportion of our married people, both in the young officers 
and in the enlisted ranks, is steadily increasing, and like all Americans 
these people are marrying younger and are having more children. 

It is estimated that in the Navy and Marine Corps alone we now 
have approximately 700,000 dependents entitled to medical care. 

This figure far exceeds anything we have had to deal with in the 
past, but it is not an insurmountable problem and, in my opinion, 
can be successfully solved by the enactment and sagacious implementa- 
tion of H. R. 7994. 

In addition to the foregoing, the bill recognizes that medical care 
responsibilities of the Department of Defense are a vital part of the 
military function of the Army, Navy, and Air Force rather than a 
general welfare health and medical matter. If enacted care of depend- 
ents at the present level in military medical facilities may be con- 
tinued and at the same time there will be a choice in members them- 
selves to participate in an insurance plan which is to be accompanied 
by a new feature, medical care for dependents in civilian facilities 
with substantial contributions to the cost of insurance by the Govern- 
ment. 

Once this plan is operating we may expect the combined benefits, 
military medical care and coinsurance coverage, to go a long way 
toward improving not one but several problems. Among the most 
important are that the plan will not only attract new members but 





will encourage a greater percentage of those in all ranks and rates 
now serving to reenlist or to otherwise maintain continuous service. 

For the Medical Department, the plan will allay the fears of 
prospective medical officers, in that they may be assured that a full 
and rounded-out practice of medicine exists in the military, which 
directly contributes to developing better doctors and better patient 
care and thus contributes to the medical readiness of the Navy. 

Mr. Kitpay. You may’go ahead in your own way. 

Admiral Hogan. Mr. Chairman, I have been in the Navy Medical 
Department since 1925, a period of 31 years, during which time I have 
served on hospitals all the way from ward mndiedl officer up through 
chiefs of service and commanding officer and executive officer of our 
hospitals, at sea on various types of ships—battleships and destroyers, 
and during the war aircraft carriers and hospital ships, and overseas 
at shore stations. 

I mention this because I feel I have pretty broad and deep under- 
standing of this problem of dependent care as it affects the personnel 
of the Navy from the standpoint of their enlistments and reenlist- 
ments and their morale. 

I know that at Newport during May or June 1954, when we were 
cutting back on dependent care, the sailors preferred to go to sea 
without their doctor in order for him to take care of their dependents 
ashore. 

I know that the attractiveness to our medical officers is having a 
very fine professional group of people to associate with and the 
opportunity to develop themselves clinically and professionally in 
fields they want to follow. Dependent care is most important in 
this area. 

I do know also that the economical and the effective use of our 
facilities and our personnel during peacetime prepares us or keeps 
us better prepared for medical readiness in case of some disaster 
or catastrophe that may hit us. And this program of dependent 
care in our facilities prepares our doctors better to take care of our 
service personnel. 

That is my summary, Mr. Chairman. If there are any ques- 
tions, I would be very happy to answer, or your questions may be 
answered by Dr. Chrisman here, who is head of our personnel division, 
and an ex-submarine medical officer, or by Dr. Christy here from 
the Aviation Section who has been working with this task force. 

Mr. Kitpay. Thank you, Admiral. 

Now are there questions from the committee ? 

Mr. Rivers. Dr. Hogan, Vice Admiral Holloway, among other 
things, said this before our committee the other day: 

Our civilian medical facilities, which are themselves overcrowded, would find 
it difficult if not impossible to absorb the added load of military dependents. 
This applies particularly to areas where dependents are heavily concentrated, 
such as Norfolk and San Diego. 

To which statement Dr. Milo A. Youel on the 26th, which was last 
Thursday, in substance took exception to that as far as applied to 
San Diego. 

Now I asked the chairman to be sure that our counsel, Mr. Bland- 
ford, checked to see just exactly what facilities Dr. Youel—not ques- 
tioning his integrity, but I just wanted to be certain in the record 





he took into account all existing medical facilities and did not take 
into account convalescent homes and things of that character. _ 

Now I ask you this question: Are you familiar with the medical 
facilities in San Diego, Calif., civilian medical facilities in San Diego, 
Calif. ? 

Admiral Hogan. Well, Congressman Rivers, I am not personally 
familiar, but I do have a report here released in December of 1955, 
a month ago, by the community resources in the field of health in San 
Diego. 

Mr. Rivers. I wish you would give the committee your appraisal 
of that report. Is that a civilian organization ? 

Admiral Hoan. Yes, sir. It is the health division, Community 
Welfare Council of San Diego. 

Mr. Rivers. Yes. 

Admiral Hogan. They sent a questionnaire to the civilian hospitals 
in the San Diego metropolitan and county area. 

One of the questions sent to the 14 civilian hospital administrators 
was: 

Do you believe that the needs for hospital services in San Diego 
County are being fully met? Eight administrators responded with 
an aflirmative reply, 5 were of the opinion that such services were 
still not being fully met, while 1 administrator expressed the opinion 


that with the opening of 2 new hospitals, a period of observation was 
in order before an opinion could be given on this question. 

There is also a report here that there is a shortage of nursing per- 
sonnel in the 14 hospitals, a total of 104 vacancies in registered nurses, 
and 67 vacancies in hospital aid positions which they have been un- 


able to fill. 

I would like to comment further on these young doctors that came 
on from San Diego. I know them quite well. Dr. Walsh here from 
Washington is a very personal friend of mine. Dr. Rumsey was an 
interne under me. And Dr. Youel, I have known. 

I recognize their enthusiasm, as all Californians, for their climate 
and their athletic prowess. But I can hardly agree with them on the 
question that they can take—I think he mentioned they had 850 
physicians in the California—San Diego medical directory and that 
they could very easily take our Navy problems out there and divide 
to these 850 doctors 2 patients apiece, so it wouldn’t be much of a 
problem for this San Diego medical profession to handle the depend- 
ents in that area. 

Well, in these 850 doctors there, some of them are overage. Some 
of them are somewhat retired from the active practice of medicine. 
There are listed in the county medical directory 2 obstetricians, 51 
obstetricians and gynecologists, 35 pediatricians and 299 general 
practitioners, and this is the group that really would handle the type 
of care the Navy requires. This is a total of about 387 doctors. 

I believe it would be difficult for any plan to distribute obstetrical 
cases to an ophthalmologist, or neurologist or chest surgeon and have 
them take care of them. And I believe it would be unwanted by the 
patients themselves. , 

I have figures, obtained the other day, showing a total of 230 ma- 
ternity beds, in 12 San Diego hospitals that accept maternity cases, 
which with the number of 1,322 deliveries a month in that area for 





5768 


wives of civilians would be almost their optimum use of their presently 
constructed maternity facilities. 

There is one other question that Dr. Youel raised. He stated that— 
We believe this concept of lower cost in the military is difficult to substantiate. 
It is our understanding that there is no system of cost accounting in the medical 
services which reflects total cost. 

This concept is erroneous. The Bureau of the Budget requires 
a summary of expenses, listing every penny we spend in the hospital 
system. It is broken down into total military pay, total civilian pay, 
total cost of supplies and material, subsistence supplies, and other 
expenses. These are further broken down into administration, pro- 
fessional care, dietetics, recreation, maintenance and operation, laun- 
dry, and transportation. 

In our cost, for the 1955 fiscal year, it was $15.48 a day per patient. 

The average in civilian hospitals in this country today, or in 1954, 
my statistics show, runs over $22 a day. They do not cover, however, 
physicians’ and nurses’ fees. 

I just wanted to correct that statement, because we do record our 
total expenses in operating our hospitals. 

Mr. Rivers. But in response to my question, then, you say the fig- 
ures which you have obtained from the civilian organization are in- 
consistent with those furnished by Dr. Youel ? 

Admiral Hogan. Well, Mr. Rivers, I don’t mean the figures, I mean 
the interpretation 

Mr. Rivers. The interpretation ? 

Admiral Hocan. Interpretation. 

Mr. Rivers. Yes. 

Admiral Hoean. The hospital administrators themselves 1 month 
ago—8 of them felt their present facilities were adequate for their 
present load. And San Diego isa growing area. They have increased 
100,000 people there in the last 4 years. Five of these hospital admin- 
istrators stated that they did not feel that they were adequate and 
one reserved his opinion. 

Mr. Rivers. Does the same hold true at Norfolk area? 

Admiral Hogan. The Norfolk area, from our statistics, shows that 
the Norfolk civilian hospital group is running about 70.2 percent 
occupied, utilized, which is a very optimum figure. 

Mr. Rivers. Seventy-five is the optimum; isn’t it? 

Admiral Hocan. Seventy-five to 80. American Hospital Associa- 
tion does not advise going over 80 percent occupied beds, unless an 
emergency comes up. 

Mr. Rivers. Then—I will stop, Mr. Chairman. Then, too, isn’t 
there kind of a national shortage of nurses? I know we have in my 
country. 

Admiral Hoean. Yes; there is. 

Mr. Rivers. We have a terrific shortage at home. 

So that, too, would compound the shortage of the civilian hospitals 
to make available the services contemplated in any act of the Congress? 

(Admiral Hogan nods.) 

Mr. Rivers. That would be a factor. 

Mr. Kitpay. Anything further from Admiral Hogan? 

Mr. Kitpay. Mr. Blandford? 

Mr. Bianprorp. Admiral, the other day we got into a question of 
utilization of physicians. 
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Would you explain, Dr. Hogan, first of all, what efforts have been 
made by the Navy recently to bring about a better utilization of 
their medical personnel? Now, perhaps you heard me say the other 
day that you were taking doctors from ships that come into port and 
immediately assigning them on temporary duty to hospitals to relieve 
the shortages in hospitals. 

I believe that you have now developed a more affirmative program 
with regard to permanency of assignment, so doctors are now in a 
better position to be able to plan their lives in the service. 

I said, perhaps correctly or not, that you were making better use 
of doctors insofar as seasonal loads in certain areas are concerned, 
recognizing that it may not be necessary to keep a hospital fully staffed 
throughout the year when your records indicate that your seasonal 
impact may require a full staff at one period, but not require that 
staff for another period. 

Would you either explain further that system that you are now 
operating under, or correct me if I am wrong? 

Admiral Hogan. Well, we are not stafling, Mr. Blandford, to speak 
to your last point there, of certain peak loads, and then taking people 
away and putting them back again. 

Mr. BLanprorp. Yes. 

Admiral Hogan. Except in training station areas, where you have 
your large increment of trainees that developed 

Mr. Bianprorp, I used Beaufort, S. C., as an example. 

Admiral Hoean. Yes, sir; in that type of area. We have five naval 
training stations for the Marines and Navy, where our peak loads 
of recruits come in 

Mr. BLaAnprorp. Yes. 

Admiral Hocan. And the diseases and illnesses they suffer from 

Mr. BLanprorp. Yes. 

Admiral Hogan. We do have to implement our medical facilities 
there with doctors and nurses during that period. We take them 
away from other areas in the vicinity and when they are not busy 
they are utilized in other fields of medicine in that locality. 

On the other point you raised, when ships come into port, they are 
then—the doctor on board ship, if the ship is there for a period, is 
ordered on additional duty on the local infirmary, dispensary, or 
hospital to assist in the care of the personnel in that area. This has 
proven to be helpful from two angles: It helps us to discharge our 
responsibility and it increases the professional satisfaction of the 
doctor—that he is busy while in port. 

We lost over 1,000 doctors because of our reduced ratio from Janu- 
ary 1953 to July 1954 without replacement. That was the time when, 
as Mr. Lofgren referred to a few days ago, at Norfolk the headlines 
screamed that dependent care was being diminished in that area. 
This was the same reaction throughout the whole country where our 
large military establishments are located. 

San Diego, for instance; we were closing down the North Island 
Infirmary, where we were delivering 150 babies a month. The naval 
hospital couldn’t take any further load. The Red Cross and the 
Navy Relief attempted to arrange for these women to enter another 
hospital in the area; most of these women could not be cared for 
except in the county hospital in San Diego, which was a charitable 
hospital for indigents. 
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Because of the loss of these 1,000 doctors from our ratio of around 
4.2 that we feel we need, down ‘to 3. 2, we had to take doctors off our 
ships. We had to take those serving with the marines. We had to 
reduce them all throughout the world, to the point we reduced, I 
believe, 1,008 billets or so, during that year. 

Where we had 2 doctors aboard a battleship or cruiser, we have 
now 1. 

Mr. Bianprorp. Now let me ask you this question: Is it your con- 
sidered opinion that enactment of this legislation will still not permit 
a reduction in the number of doctors that you are going to need to 
take care of your military needs and those dependents’ needs that will 
remain even with the passage of this act, so that you feel that the 
only thing that this bill—not the only thing, but one of the major 
things this bill will do is to restore some of ‘the dependent care that 
was being provided when you had more doctors, only this time it will 
be a shift into civilian facilities, and that you do not think that this 
bill could ever be used as a vehicle for further reducing the number 
of doctors you have in uniform in the Navy ? 

Admiral Hogan. That is right. We can’t reduce any further than 
we are today, where we are down below what we need to carry our 
responsibilities. 

Mr. Bianprorp. Thank you. 

Mr. Rivers. Does this bill raise your percentage or maintain your 
percentage, or what does this bill do? 

Admiral Hocan. As I interpret the bill, Mr. Rivers, it has nothing 
to do with the number of doctors we will have with us, allowed to us. 
We have made a very close analysis of our ships and shore stations 
throughout the world and our responsibilities s, as they exist today, 
and then translated that into a ratio per 

Mr. Rivers. Man? 

Admiral Hogan. Manpower, on board. And we come up with the 
figure, which is a frugal figure, of 4.2 doctors per 1,000 troops that we 
definitely need to discharge responsibilities that are given to us as of 
today. 

Mr. Rivers. So you would have to have, instead of 3.26, 4.2% 

Admiral Hoean. 4.2; yes, sir. 

Mr. Rivers. Will this bill give you 4.2? 

Admiral Hogan. No, sir. 

Mr. Bianprorp. It will give you the same effect as 4.2, insofar as 
your treatment of dependents are concerned ? 

Admiral Hogan. I think the bill—the concept of the bill, Mr. 
Blandford, is that it is going to give equity in dependent care to ‘those 
individuals, 40 percent, who are ‘outside of military medical facilities. 
We are supposed to continue to take care of 60 percent. 

Mr. Buanprorp. I assume that what you meant was that you are 
now, in reducing-some of your dispensaries, or eliminating some of 
your dispensaries, that you are reducing dependent medical care in 
areas where you have military medical facilities. Therefor e, you are 
not able today to give adequate dependent medical care even in mili- 
tary facilities under the jurisdiction of the Navy. 

Mr. Rivers. That is so. 

Admiral Hogan. That is correct. 

Mr. Rivers. That is right. 
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Admiral Hogan. That is right; that is correct, yes, sir. We limit 
our care to acute medical and surgical conditions and obstetrical cases 
also, including pediatrics. I am quite sure throughout the naval 
service there are many areas of heavy concentration of military 
families, for instance, in Norfolk and San Diego and San Francisco 
and Washington, that there are cases seeking treatment from civilian 
sources because we can’t ourselves provide that. 

Mr. Bianprorp. Dr. Berry, may I ask this question for the record: 
As Assistant Secretary of Defense for Health and Medicine, do you 
feel now that there is, within reasonable bounds, the maximuin utili- 
zation of physicians in uniform in the armed services today? 

Dr. Berry. Yes, sir. 

Mr. Buianprorp. In other words, do you think you have reached 
the irreducible minimum at this point? 

Dr. Berry. Yes; I do. I mentioned the other day that there are 
some things purely military which I am sure the three Surgeons Gen- 
eral would like to emphasize more—we have all talked about them— 
that can not now be done. 

Mr. Buanprorp. You have done everything known to man to get a 
better utilization of physicians—in other words, everything within 
reasonable bounds has now been done? 

Dr. Berry. Yes, sir. 

Mr. Buianprorp. To make sure you don’t have physicians sitting in 
a dispensary twittling their thumbs or playing golf in the afternoon, 
and that sort of thing, that we constantly get letters about, that, in 
your opinion, we have reached that point and we are now using physi- 
cians to the fullest extent within reasonable limitations ? 

Dr. Berry. Yes, sir. 

Mr. Rivers. Now let me implement that with this question, Doctor : 
Do you think this bill, or the bill which follows this, is the place to 
work on that percentage for the military / 

Dr. Berry. | think the bill that follows this, sir. 

Mr. Rivers. I just wanted to know. 

Dr. Berry. It is a better place. I think this bill will help in re- 
lieving the load in the big, crowded places, as in some of the obstetrical 
and pediatric services. 

Mr. Rivers, I see. 

Dr. Berry. They are now overcrowded. Under this bill they should 
have better services and do better teaching and prove more interesting. 

Mr. Rivers. What do you think about the sequence by which these 
bills are presented to Congress? Do you think this bill should follow 
or should precede the one that follows? 

Dr. Berry. Yes, sir; I believe this bill should precede. 

Mr. Rivers. This bill is in the right order ? 

Dr. Berry. Yes, sir. 

Mr. Rivers. I see. 

Mr. Kitpay. Thank you, Admiral Hogan and Dr. Berry. 

This will conclude the hearings for this morning. The committee 
will meet in executive session tomorrow at 10 o’clock. 

Mr. Rivers. No; tomorrow is the full committee meeting. 

Mr. BLAnprorD. No; that. has been canceled. 

Mr. Kitpay. We will met tomorrow at 10. 

(Whereupon, at 11:45 a. m., the subcommittee adjourned to Tues- 
day, January 31, 1956, at 10 a. m. in executive session. ) 





House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, SUBCOMMITTEE No. 2, 
Washington, D. C., Monday, February 6, 1956. 

The subcommittee met at 10 a.m., Hon. Paul J. Kilday (chairman of 
the subeommittee) presiding. 

Mr. Kitpay. The subcommittee will be in order. 

We will resume this morning on H. R. 7994. 

In executive session the subcommittee prepared a committee print 
which was completed and made available on Saturday morning. 

This morning we want to hear from the departments on how well or 
how poorly they think we have done in the committee print. 

We also want to hear from the insurance industry and the service 
contract type people as to their views, and we want particularly to get 
some realistic cost estimates. 

The Chair would like to make a statement as to some of his views 
on the entire problem which I believe are the views of at least a 
majority of the subcommittee. 

In the first place we members of this subcommitte have had expe- 
rience in writing new programs in the past. We realize that here we 
have a new program and a very large, difficult, and complicated pro- 
gram. 

We realize that in certain areas covered by the overall question there 
is little or no experience upon which to base action. 

As in all new programs, it is essential that we begin rather low in 
the areas to be covered and the benefits to be granted, realizing as a 
practical proposition that you can always increase coverage or increase 
benefits but it is most difficult, if not impossible, to reduce cove rage 
or reduce benefits once they have been instituted. 

And in going into this new program we feel that we must be con- 
trolled by it. 

We also feel that whatever money is to be expended should go to buy 
as much coverage as possible rather than to pay administrative costs. 

With these ideas in mind, we have prepared this committee print. 

We realize that there may be things not covered by the committee 
print which are highly desirable, things which maybe in the future 
we can take care of, by extending the coverage or extending the bene- 
fits, but at this time in the initiation of the program it would be highly 
unwise to cover those matters, realizing that if we grant too much or 
promise too much we might forestall the whole purpose that we have 
in mind. 

We would like to first hear from the departments. 

I believe Dr. Berry is present and has a statement for us. 

Dr. Berry. Yes. 

Mr. Kintpay. Come around, please, Doctor. 

Dr. Berry. Mr. Chairman and gentlemen of the committee, it 
gives me great pleasure to return to this committee and comment on 
the committee print of February 4 on H. R. 7994. 

I should like to take this opportunity to express by deep apprecia- 
tion to you, sir, to all the members of this committee and your distin- 
guished counsel who have worked so hard and long in resolving the 
problems connected with this complex matter. 

In my judgment, the committee has written a bill which for the 
first time will provide an adequate and uniform medical care program 
for dependents of members of the uniformed services. 
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We are convinced that this bill will make a substantial contribution 
to higher morale and career incentive. It also prescribes the basic 
policies which the Secretary of Defense will pursue with respect to 
medical care 

This bill specifically authorizes continuation of the present program 
for the care of dependents in the medical facilities of the uniformed 
services on a space and personnel available basis. 

I note particularly that, under section 201 of the bill, the present 
program would be sup lemented and augmented by requiring that the 
Secretary of Defense ao contract for medical care in civilian : facilities 
for the wives and dependent children of active duty personnel. 

I note further that section 202 concerns retired personnel and their 
dependents and the dependents of deceased personnel who died on 
active duty and some others. 

This section authorizes the Secretaries of Defense and Health, 
Education, and Welfare to contract for their medical care as they 
deem appropriate. In extending this latitude to the Secretary I 
believe that the committee, in its wisdom, has recognized the widely 
varying situations of retired personnel and their dependens. This 
will permit us to develop plans for insuring the availability of medical 
care to this important category of our personnel. 

I thank you. 

Mr. Kivpay. Thank you, Dr. Berry. 

In connection with your statement as to the two different phases of 
the bill, one making it mandatory that a program be instituted for 
the immediate dependents—mothers, fathers, mothers-in-law, and 
fathers-in-law—and granting permissive authority to cover other 
groups. 

I might say that the committee feels that in passing laws to author- 
ize procurement of goods or services we do not attempt to spell out 
in detail the provisions of the contract to be made by the Secretary 
or the executive departments. 

We attempt in those instances to set out the broader general frame- 
work and then to leave the executive branch free to contract within 
that framework. 

We do feel that as to the immediate dependents we should provide 
the minimum that we expect in this contract. 

We feel that we should not determine whether any contract entered 
into should be one contract or divided into several. We should not 
determine whether it should go to insurance companies or to the serv- 
ice type of contract. 

Overall, what we feel we can accomplish by putting this power in 
the department is that should we provide as to the minimum in all of 
these segments we would be reducing the competition between com- 
panies and types of service organizations or companies who might be 
competing. 

[ personally was quite impressed by some of the things that these 
people are willing to just throw in. TI want to leave it open so that 
those people in the executive department in negotiating the contract 
can get things thrown in. 

(Dr. Berry nods. ) 

Mr. Kitpay. We provided that this is to be the minimum. In all 
of these instances there would not be the incentive to throw things in 
if they knew the department had to contract for at least that much. 











Dr. Berry. Yes, sir. 

Mr. Kiipay. We appreciate your statement, Doctor. 

Dr. Berry. Thank you, sir. 

Mr. Kitpay. And I am glad you are surely not critical of our bill. 

Dr. Berry. That is right. 

Mr. Kivpay. I take it you do agree with it? 

Dr. Berry. I thoroughly agree; yes. 

Mr. Kiwpay. Any questions of the Secretary ? 

(No response. ) 

(Mr. Arends, aside.) 

Mr. Kinpay. Oh. I think perhaps in speaking extemporaneously I 
did not state quite accurately. The mandatory part is as to the wives 
and children. 

The other is a large portion of the things thrown in by the people 
who get the contract. Thank you, Dr. Berry. 

Dr. Berry. Thank you, sir. 

Mr. Kiipay. Now I think we should hear from the task force, either 
Admiral Grenfell or Captain Martineau, whoever will speak for the 
task force. 

You can all come around, if you like. 

Come around, Commander. 

Captain Martineau. Mr. Chairman, I have no prepared statement. 
It is largely for the purpose of making ourselves available for any 
questions that the committee or the counsel may have. 

Mr. Kitpay. Have a seat, Captain. 

Does the task force agree in general with the statement Dr. Berry 
has given us? 

Captain Martineau. We do, sir. 

Mr. Kitpay. Do you feel that this committee print proposes a rea- 
sonably adequate program ? 

Captain Martineau. We do that, sir. 

Mr. Kinpay. And it is workable? 

Captain Martineau. We feel that it will be entirely workable and 
we particularly appreciate the flexibility that the committee has seen 
fit to grant to the Secretary in negotiating for these types of coverage. 

Mr. Kitpay. Are there any questions of the task force? 

(No response. ) 

Mr. Kitpay. Mr. Blandford? 

Mr. Bianprorp. Mr. Chairman, I think, perhaps to develop this in 
an orderly manner, that it might be wise for me to address questions 
to Captain Martineau with the understanding that, if at any time he 
cannot speak for a consolidated position, that any of the other depart- 
ments that are here may be able to comment. 

Mr. Kirpay. Very well. 

Mr. Branprorv. Concerning any of the points. 

Captain Martineau. I would prefer to do that, sir. The Surgeons 
General are each here this morning with us, and also representatives 
from the personnel divisions of each of the services. 

Mr. Kinpay. Will you go ahead, and any questions you want to 
refer to another you may do. 

Captain Martineau. Thank you, sir. 

Mr. Buanprorp. Now perhaps the best thing to do is to explain in 
general what we have attempted to accomplish in the committee print 
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in accordance with the directions that I received from the subcom- 
mittee in executive session. 

The first thing we have done basically is to make this program appli- 
‘able to all of the uniformed services. 

That includes the Coast and Geodetic Survey, the Coast Guard, and 
the Public Health Service. 

We have, therefore, taken phraseology from the Career Compensa- 
tion Act in some respects and used the same reasoning that was appli- 
‘able in that law to this bill. 

That required certain revisions in the law, and it required us to 
make an entirely new bill rather than set up a committee print with 
a change in each section because we had to approach it from a some- 
what different angle. 

We have, of course, included in the policy statement the word “uni- 
form” because we intend to make this a uniform application. 

There we were faced with the first problem, as the subcommittee 
knows, of having to deal with four different Secretaries. It did not 
make sense to have to deal with four Secretaries because insofar as 
hospitalization is concerned it is basically a question of the Secretary 
of Defense and so far as Coast Guard and Geodetic Survey are con- 
cerned with respect to Public Health Service facilities it is a question 
of the Secretary of Health, Education, and Welfare. 

You will find, therefore, throughout the bill that reference is made 
to the Secretary of Defense and in most instances he will be required 
to act after consultation with the Secretary of Health, Education, and 
Welfare. 

In only one provision, if I recall correctly, do we require joint regu- 
lations to be issued, which would mean that the Secretary of Defense 
and the Secretary of Health, Education, and Welfare would have 
to combine together to write the regulations and promulgate them 
simultaneously. 

Now, what we did, in accordance with your directions, was to estab- 
lish first of all the entitlement of individuals to hospitalization in 
service facilities. And therefore we spelled out the definition of de- 
pendents and spelled out what service dependents would be entitled 
to when they went into a service facility. 

And that is contained basically in title I of the act. 

Now if you will recall, there was a limitation contained in the orig- 
inal bill with regard to hospitalization for certain types of illnesses, 
such as domiciliary care and chronic diseases, nervous and mental 
disorders, and elective medical and surgical treatment as determined 
by the cognizant physician. 

Recognizing there were going to be instances where there was going 
to be a narrow line between a chronic case, an elective medical and 
surgical treatment and that it would be unfortunate if the language 
of the statute were to preclude any choice with respect to who could 
make a determination in accordance with the subcommittee’s wishes 
we started that section off by saying “Hospitalization under this sec- 
tion is not authorized dependents for the following, except as the 
Secretary of Defense, after consultation with the Secretary of Health, 
Education, and Welfare, may by regulation provide. 

Now that gives the Secretary the authority to make regulations 
concerning the exceptions or concerning the limitation. 
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It appears that otherwise you will be unduly restrictive in cases 
that may well justify hospitalization i in a service facility. 

Title IT is, of course, the important part of the bill insofar as in- 
surance is concerned. 

In accordance with the instructions of the subcommittee, the title 
a mits insurance medical service or a health plan to be entered into 
»y the Secretary of Defense. 

Now there of course is what we have done, after your instructions, 
was to spell out the type of minimum care that must be provided to 
the wives and children of service personnel. 

Now that is active-duty personnel. 

I call your attention to page 21 of the Committee print and to the 
minimum care that we require before the Secretary may enter into a 
contract. 

Three hundred and sixty-five days of hospitalization in semiprivate 
accommodations for each disability, including all the necessary serv- 
ices and supplies furnished by the hospital duri ing inpatient confine- 
ment. Medical and surgical care incident to a period of hospitaliza- 
tion, complete mater nity service including prenatal and postnatal 

care, the required services—and I specifically ¢ call your attention to 
the word “required”—of a physician or surgeon prior to and following 
hospitalization for a body injury or for a surgical operation. 

Diagnostic tests and procedures, including laboratory and X-ray 
examinations incident to hospitalization. And payment by the patient 
of the first $25 of expenses incident to each admission to a civilian 
hospital. 

Now, of course, in discussing this with the insurance companies it 
was obvious that they have to draw some type of ground rule of their 
own in order to give this committee reasonable estimates as to cost. 

The words “medical and surgical care incident to a period of hos- 
pitalization” standing by themselves could be for time immemorial. 
It would be almost impossible to determine whether that would be 1 
year, 30 days, 10 days prior to hospitalization, or whether it was 1 
year, 2 years, or 10 years following hospitalization. 

In accordance with the directions of the subcommittee, and in order 
to provide flexibility and a negotiating ability on the part of the Sec- 
retary, the language is purposely broad. 

However, the witnesses will undoubtedly confine themselves to an 
arbitrary cutoff date, to give you an estimate of cost. 

Anything that we would put in the bill with regard to time for 
hospitalization—I mean for treatment prior to or after hospitalization 
could only act as a limiting effect upon the Secretary and might pre- 
clude him from making a better arrangement. 

So we have left it broad in that respect. But I mention that be- 
cause you will hear testimony which will be using cutoff dates and 
other expressions which are not contained specifically in this bill, that 
they have to do it in order to give you a reasonable cost estimate. 

Captain Martineau. Could I interpose a question there, Mr. Chair- 
man, in connection with the point Mr. Blandford is making? 

Mr. Kitpay. Captain Martineau / 

Captain Martineau. We assume that that same principle and line 
of reasoning applies to the length of actual hospitalization, how long 
a person is to remain in the hospital. 

Mr. Buianprorp. Definitely. 
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In other words, we have tried to make this—we have said for a 
minimum of 365 days, for example, for the hospital accommodation. 

It is quite conceivable that a contract could be entered into for a 
longer period. But we have merely established that as a rule we do 
not want a contract entered into for less than a period of 365 days. 

Now that same reasoning of course is applicable to complete ma- 
ternity service. Where else would you draw the line—when does post- 
natal care stop ? 

That is going to be a question of negotiation and contract. 

It can’t properly be spelled out in the law. 

Captain Martineau. The specific point I had in mind was this: 
Who determines, for instance, whether a patient is to remain in the 
hospital for 10 days or for 15 days? 

Mr. Buanprorp. Well, that of course is going to be by the physician 
basically. In other words, we have to be careful—and I am glad 
Captain Martineau has made the point, that in anything we write 
we do not give the hypochondriac or the unhappy mother or the un- 
happy husband the statutory right to start screaming for specialists 
and consultants and X-rays and blood transfusions because his wife 
has sneezed 3 times in the last 15 minutes. 

There has to be some type of limitation. And that will be spelled 
out. 

The purpose of this section—and I want to make the point clear 
to everyone, particularly the service papers: the objective of this sec- 
tion is to get across to service personnel the basic minimum provisions 
that will be contained in an insurance contract for their protection. 

Because by and large, the serviceman will never see the contract. 
He undoubtedly will never read the regulations. 

The only thing that a vast majority of them will ever see will be 
this law and any publicity that is given to it. 

We hope that we have spelled out a minimum here that is clear to 
service personnel. 

You will notice it does not by and of itself require outpatient care 
in so many words. 

That would not prevent the Secretary from going into segments 
of it on a negotiated contract. 

Mr. Kiipay. On that phase of it, I think the greatest assurance that 
service personnel could have is that we know that there is now avail- 
able in the United States contracts of this type which have proved so 
attractive that individuals have purchased or it has been purchased for 
them, the type of protection that has attracted over 100 million people 
in the United States, over 60 percent, I believe, the evidence shows, 
of our people. 

Mr. BLanprorp. Yes. 

Mr. Kizpay. So that a program that is attractive enough that peo- 
ple to that percentage are buying it and paying for it should be ample 
assurance to service personnel that we are providing here something 
very substantial and in excess of what is presently available on the 
market to civilians. Because I believe the customary contract is 120 
days of hospitalization. 

Mr. Bares. That is right. 

Mr. Kitpay. Whereas this provides for 365. 

Mr. Bates. 
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Mr. Bares. Mr. Chairman, I presume that during the course of these 
365 days and for the same injury or disease a patient might be admitted 
several times. ‘There are those occasions. 

I wonder, in view of that, exactly what we mean by each admission, 
which is contained on line 7, page 22. 

Mr. Buanprorp. I would say that your interpretation, Mr. Bates, 
again, would be left up to contract. But the intent here was that if 
a person is hospitalized, he is entitled to 365 days of hospitalization 
for each disability. Now, if he is discharged from the hospital, pre- 
sumably well, and goes home and then would have to be readmitted, 
the language I believe could be interpreted either way, but I would 
assume that the Secretary or that the insurance contract, in order to 
give a semblance of cost to the thing—in other words, so you could 
come up with a reasonable cost estimate—would have to apply to each 
time the individual was admitted. If he were readmitted with the 
same disability, having been discharged, again he would have to pay 
the first $25 cost for that hospitalization. 

Mr. Bares. Of course, that presumes that somebody is well when 
they leave the hospital. 

Mr. Buanprorp. That is right. 

Mr. Bares. That is not always the case, because many times further 
treatment cannot be given at that time, although it is known that it 
will be given later on. ; 

Captain Marrineav. It is our understanding, Mr. Chairman, that 
one of the general rules among the insuring companies is that a re- 
admission within a period of about 90 days, I believe, is considered to 
be the same illness or disability. 

Mr. Kixpay. This is a perfect example of why we cannot spell out 
with too much particularity what this contract shall cover. 

Captain Martineau. That is right. 

Mr. Kiipay. We know there are 100 million people who have bought 
contracts. So in this particular area there is experience, and there 
is groundwork upon which to enter into a contract. 

Mr. Bares. But the thought I had, Mr. Chairman: I wouldn’t 
want to restrict them from doing something which they would like 
to do, which is ordinarily done in regular practice. 

Mr. Buanprorp. I think, Mr. Bates, the record should be clear that 
the language is not intended to restrict the Secretary from entering 
into a contract that would spell out the definition of admission. 

Mr. Kixpay. In that connection, I think Mr. Bates has expressed 
our intention. The bill will be read in executive session for amend- 
ments, and if our language is not adequate for that purpose, we can 
revise it. 

Mr. Bares. Mr. Chairman, I just had one other question. 

Mr. Kitpay. Mr. Bates. 

Mr. Bares. And that is in reference to the consultations which the 
Secretary of Defense has to enter with the Department of Health, 
Education, and Welfare. Must there be agreement as well as con- 
sultation ? 

Mr. Buanprorp. No, sir. Consultation means that he will get the 
views of the Secretary of Health, Education, and Welfare, and pre- 
sumably will be guided, but not necessarily required to abide by any 
of the recommendations made by the Secretary of Health, Education, 
and Welfare. 
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The only place that he must come into agreement with the Secre- 
tary of Health, Education, and Welfare is in title I11, where we deal 
with the type of medical care that will be provided under the uni- 
formed members of the armed services. There you are dealing with 
all members of the armed services with regard to the hospitalization 
of uniformed members of the armed services in Public Health Service 
hospitals and you are dealing with a much larger number of people. 
Those regulations must be joint. 

And I want to get into title III in a moment, Mr. Bates, to explain 
and get from Captain Martineau and Mr. Bartimo the reasoning why 
it was necessary to put into title III eaetee with regard to the 
entitlement of active duty personnel to hospitalization. 

You see, when we went across the board, we had to get some lan- 
guage in here with regard to the Public Health Service admissions. 

And I will get to that in a moment, if I may. 

Mr. Bares. On that point, does the Secretary of the Department of 
Health, Education, and Welfare concur with the language and the 
interpretation ? 

Mr. BLanprorp. We consulted with representatives from the Coast 
and Geodetic Survey, the Public Health Service, and the Coast Guard, 
and they were speaking in behalf of their departments. . I cannot 
say that the Secretary of Health, Education, and Welfare was per- 
sonally apprised of everything that was going on. Certainly, repre- 
sentatives from his Department were there. They worked with us 
and did not offer any objection. As a matter of fact, they concurred 
in this bill. The only suggestion they made, which was accepted, 
was. the joint regulation requirement with regard to title III, and 
that was so changed in accordance with their request. 

Mr. Witson. Mr. Chairman. 

Mr. Kinpay. Mr. Wilson. 

Mr. Wuson. In regard to this payment of $25 in the civilian hos- 
pital, does this bill anticipate any change in the present regulations 
that require a subsistence payment per day at service hospitals? 

Mr. Buanprorp. No, sir. The bill will permit subsistence charges. 
The only people who will have a change in the law with regard to 
the subsistence they pay are retired personnel of the Army, retired 
and enlisted personnel of the Army and Air Force, and of course 

Mr. Kitpay. That is a subsequent section. 

Mr. Buanprorp. Yes. We gave that benefit to those people because 
the Navy and Marine Corps now have it. They get an allowance. 
If the allowance is $1.10 a day, for example, they would get that. 
If the subsistence charge was $1.75, they would be expected to pay 
the difference. 

We do not change that. The present subsistence charge is $1.75. 

Now, section 202—and this I want to discuss with Mr. Bartimo and 
Captain Martineau and any of the service witnesses. 

As you know, that section is a discretionary authority with the 
Secretary to take care of other dependents, including retired members 
of the armed services. 

Of course, the language here is broad enough to allow ‘the Secre- 
tary to enter into an entirely different type of insurance program 
or medical-service plan, and in addition the language is broad enough 
to give the Secretary the right to enter into a program which will 
cover all or any portion of any part of any group, the theory being 
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that it is conceivable within specific amount of dollars that may be 
available that the Secretary may want to come out with a more 
limited type of coverage than has been provided for wives and chil- 
dren with respect, we will say, to dependent parents. 

We have seen that the dependent-parent costs are higher in some 
instances because of their age. 

Now, the Secretary may want to insure dependent parents, but he 
may want to come up with a more limited coverage, so that—well, 
assume that he has money left over after providing for wives and 
children. It is conceivable that the Secretary may want to cover 
retired personnel and their dependents if they are in an area where 
there is no service facility that they can use. But, again, perhaps 
in a more limited coverage. 

It is one of the areas, the gray areas, that we discovered, if you will 
recall, during the hearings that was so difficult to determine because 
you are getting into unknown cost factors. 

As Mr. Kilday has pointed out, this is something so new and we 
have had so little experience with it that it is better to learn how 
to crawl before we start to walk. 

That is why we give this discretionary authority to the Secretary. 

Now, in that connection, I want to ask Captain Martineau and 
others here if there is anyone, any of the departments who are not in 
complete accord with section 202 insofar as its applicability to retired 
personnel and their dependents and deceased personnel and dependent 
parents, and I suppose we should say dependent widowers also, and 
their children, with regard to this discretionary coverage. In other 
words, does any department feel strongly that this bill should be 
mandatory with respect to the coverage ot those people ¢ 

Captain Martineau. No, Mr. Blandford. 

The services all assume first that care of this category of depend- 
ents in military medical facilities will be continued as we do it at the 
present time, under the present program. 

With respect to the use of civilian facilities, that section 202 ad- 
dresses itself to, so far as I know, each of the departments clearly 
understand that there is discretionary authority that will be conferred 
upon the Secretary of Defense as to how those people will be covered. 

And as Dr. Berry pointed out in his statement to the committee this 
morning, we feel that the committee in its wisdom has done this in 
order to provide a practical type of coverage for the many different 
situations and categories that this group of our personnel, namely, the 
retired people and their dependents, find themselves in. 

Mr. Bianprorp. Now, may I ask if there is any department at this 
point that wishes to express an opinion with regard to the discretionary 
coverage contained in section 202 ¢ 

(No response. ) 

Mr. Bianprorp. There appears to be, therefore, no objection on the 
part of the departments to the discretionary coverage provided in 
section 202 for retired personnel, their dependents, re a Be parents 
and parents-in-law, and other dependents provided in the act? 

The record will show that no department witness objected to that 
provision. 

Now, Captain Martineau, would you and Mr. Bartimo and Com- 
mander Slatinshek explain the necessity for putting in section 301, 
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the provision with regard to uniformed personel on active duty and 
their entitlement to hospitalization? And I think at this point also, 
I should explain that this section is not meant to repeal or impliedly 
repeal or affect in anyway existing authority to hospitalize or provide 
medical and dental care for active-duty personnel. And with that 
understanding, would you explain the necessity for section 301 ? 

Captain Martineau. Well, it is our understanding, Mr. Chairman, 
that the committee desires to specify in law a common utilization of 
the medical facilities of all of the uniformed services in order that an 
active member of a uniformed service may have legal access to any 
medical facility of the uniformed service on a need basis. Do you 
‘are to—Mr. Bartimo would like to add a comment to that. 

Mr. Barrimo. I believe the record should show, as Mr. Blanford 
already has emphasized, that the specific delineation in section 301, 
that members of the uniformed services may use the facilities of all 
of the uniformed services, does not preclude other laws, as, for exam- 
ple, a uniformed member of one of the services injured, and he must be 
cared for at a nearby civilian hospital. Present law makes that a 
permissive authority. It is not spelled out in so many words, but 
it is a practice over the years. So that the civilian hospital may be 
reimbursed. 

This in no way is drafted with the idea of precluding that type of 
historical precedent. 

Mr. Kitpay. No; this is not a limitation. 

Mr. Bartimo. Not a limitation. 

Mr. Kitpay. This is an expansion. 

Mr. Barrimo. That is right. 

Mr. Kitpay. To give common access to all hospitals by members 
of all the uniformed services—not the armed services, but uniformed 
services. 

Mr. Buianrorp. Now, we have provided in this committee print 
language which perhaps I should read at this point, Mr. Chairman, 
into the record. 

Mr. Arenps. Where? 

Mr. Buanprorp. On page 23, under section 301, starting with line 
24: 

Retired members of a uniformed service may be furnished required medical 
and dental care in any medical facility of a uniformed service if requested, sub- 
ject to the avalability of space and facilities and to joint regulations of the 
Secretaries of Defense and Health, Education, and Welfare, except that a re- 
tired member who has completed not less than 30 years of active service shall, 
upon request, be furnished required medical and dental care in a medical facility 
of a uniformed service, subject only to availability of space and facilities. 

There is obviously, therefore, a distinction. The distinction is this: 

Retired personnel will be entitled to hospitalization for necessary 
medical and dental care under regulations to be prescribed by the See- 
retary of Defense when it is necessary to give them that care. 

On the other hand—and they would be subject to the space and fa- 
cilities available. 

On the other hand, retired personnel who have completed not less 
than 30 years of active duty, who have devoted their lives to the Army, 
Navy, Marine Corps, Air Force, or whatever it is, will be hospitalized 
for required medical and dental care notwithstanding any regula- 
tions that may be in effect and subject only to the avaliability of space 
and facilities. 
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Mr. Kixpay. This is a most important provision in my opinion. I 
think that the services have been hurt a great deal more than they 
have realized by the recent regulations or policies as to 30-year re- 
tired men and the length of time to be hospitalized. I think one 
of the greatest selling points that the services formerly had was the 
saying and the belief : “The Army or the Navy, each service takes care 
of their own.” And a great deal of that has been lost in recent years, 
as to some of the policies and regulations with reference to men re- 
tiring with more than 30 years of service. 

Mr. Buanprorp. Now, Mr. Chairman, I call your attention on page 
23 to section 204, which after discussion with the departments is 
deemed to be adequate authorization for renegotiation. It is in here 
because this committee wisely decided that there should be provisions 
for a readjustment of rates, either backward or forward, at the end 
of any year of operation and each year thereafter. Because these 
costs are going to be changing up and down as hospital costs change. 

It is our feeling that this language is sufficiently broad without 
going into all the ramifications of renegotiation. 

Now, there is one provision that is not contained in the bill, and 
I would like to request permission of the committee to discuss it with 
the Department of Justice and Mr. Bartimo and the Department of 
Defense, and that is a question concerning any type of pooling ar- 
rangement that may be necessary to permit insurance companies, if the 
Secretary should decide to insure with commercial companies, a pro- 
vision that will allow them to pool and reinsure without running afoul 
of the antitrust laws. 

Now, I confess that I am not sufficiently familiar with those laws 
to be able to give you a section which in my opinion would do the 
job. I would like to have the permission from Mr. Bartimo and the 
Department of Justice to try to work out a section which would permit 
the type of pooling arrangement that may be necessary and the type 
of reinsuring authorization that may be necessary in order to permit 
a combination of commercial companies if the Secretary should decide 
to do business with them, to pool their resources in order to take cover- 
age, all or any part of that authorized under this act. 

Mr. Kitpay. I think that contingency should be provided for in the 
bill. And inasmuch as the Department of Justice has primary respon- 
sibility, or total responsibility, for that matter, with reference to the 
antitrust laws, I believe we should have their advice and their proposed 
language. 

Mr. Bianprorp. All right, sir. 

Mr. Bartimo. Very good. 

Mr. Kirpay. In consultation of course with the agency that is buying 
the coverage. 

Mr. Barrimo. Fine. 

Captain Martineau. Mr. Chairman, may I return to section 301, to 
raise a point and request the committee’s consideration to it ? 

General Stone of the Air Force has just invited to my attention the 
fact that under the promotion laws applicable to the Army and Air 
Force there will be large numbers of officers who will complete their 
careers at 28 years service rather than 30 years service, and invite the 
committee’s consideration to incorporating that into section 301. That 
it be 28 years instead of 30. 





Mr. Kizrpay. What would you think of language—I am just trying 
to think on the spur of the moment—involuntarily retired, 30 years of 
service for those persons involuntarily retired ? 

(Mr. Blandford aside.) 

Mr. Kinpay. I haven’t stated it adequately, but I think you know 
what I am talking about. I have in mind the man who may be passed 
over 

(Mr. Blandford further aside.) 

Mr. Kinpay. Do you think 28 years would cover it? 

Mr. Barrio. I do, sir, That will cover the career spans of all the 
officers. 

Mr. Bianprorp. Then of course you are going to get into 26 for 
the Navy. 

Admiral GrenFreLn. Right. 

Mr. Buanprorp. If you are going to get into 26, you might just as 
well get into 20. [Laughter | 

If you start cutting down tc meet a number of years of service that 
will meet the man who finishes his career through no fault of his own 
because of failure of selection, you have to go ‘down to 20. Because 
you have your lieutenant commanders who will go out upon com- 
pleting 20 years of service. You have your commanders going out 
on 26. The Army and the Air Force have 28. There is no happy 
age. 

Mr. Kitpay. What is the 28 group ? 

Mr. Bianprorp. That is the lieutenant colonel group. 

Captain Martineau. Well, that isa point all right. The lieutenant 
colonels in the Army and the Air Force would be going out at 28 
years of service. 

Mr. Buanprorp. Your commanders will be going out at 26. 

Captain Marringav. Commanders in the Navy and lieutenant 
colonels in the Marine Corps, the law there is 26 years, for them. 

Mr. Buanprorp. Then you get into your ng in the Marine C orps 
and your lieutenant commanders in the Nav y at 20. So whatever 
you do for the eggs you have to do for the yolks here all the way 
through here. 

Mr. Witson. Do we anticipate any great difference to the benefits 
given to those retired at 26 years and those retired at 30? 

Mr. Buanprorp. Well, you don’t anticipate any great difference. 

The point I would guess, Mr. Wilson, is this: As I understood the 
subcommittee, you were concerned ire the man who had really spent 
a lifetime in the service. Now, granted there are people who are 
retired every day with anyw here om 90 days to 35 years of service. 
It is possible that a man can be retired for disability after 90 days 
of active duty. 

I understood what you really had in mind was the man—and as a 
matter of fact almost the 35-year man. Instead of going down, almost 
with the idea of going up. The man whose whole life will be spent 
in the service. He m: ay be a general or a master sergeant. But in- 

variably he is going to be—or a W-—4 in the warrant ; officer grade— 
the man who stuck through thick and thin, in the armed service. 
Now in the evening of his life, having attained the highest grade he 
could attain in his particular field, whether it was master sergeant, 
W-4, or colonel or general, he becomes ill and it is a chronic sort 
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of a thing. And under regulations today they must transfer him 
to a Veterans’ Administration hospital. There he is next to a man 
who has a non-service-connected disability who fell off the ladder 
painting his front porch or something of that nature. There is noth- 
ing wrong with a Veterans’ Administration hospital except he has 
nothing in common with those people. If he is in a service facility, 
and probably in a ward or a semiprivate room, wherever he happens 
to be, at least he has his own people to talk to and he can associate 
with people that are in his particular service or have been in the 
service or are then in the service. 

He is entitled to the consideration, as I understood it, from a grate- 
ful government for at least hospitalization in a facility with which he 
has a direct association. 

Mr. Kitpay. Of course what we have in mind, in addition to all 
others, is the encouragement for a complete career, rather than to 
accept retirement at the earliest possible time, and profit by entering 
into industry, but to attempt to hold our career personnel because 
of the attractive features of retirement, so that the man who serves 
the full 30 years will get all of this, and the man who retires maybe 
with 20 or 21 years and goes into attractive employment has a decision 
to make: “Now, if I leave here in 20 years, I understand that I am 
not going to get perhaps the full benefits of the man who retires 
at 30.” 

But I don’t think we should take more time on this phase of it 
right now, because this does not involve the insurance feature, and we 
have those witnesses here this morning. We can come back to this 
later with the departments concerned. 

Mr. Bianprorp. Yes, sir. 

Mr. Mitier. Mr. Chairman, we will go into that further? 

Mr. Kitpay. Oh, yes. 

Mr. Mriier. All right. 

Mr. Kitpay. The only effect is on the departments, and we have 
the other people here. 

Mr. Muier. I will withhold it. 

Captain Martrineav. Could I make one point before we leave, Mr. 
Chairman, largely for the record 

I assume that the committee, in stipulating this requirement of 30 
years or whatever it finally results i in, that it is not the desire or the 
intent of the committee that retired persons with less than this shall go 
to other than a military hospital; that the committee on the other hand 
assumes that insofar as they can take them in a military hospital, they 
will continue to do so? 

Mr. Kirpay. Correct. 

Captain Martineau. Except that you want to guarantee a right 
for a person who has completed a certain pr escribed minimum. 

Mr. Kirpay. It is not intended to be a limitation. 

Mr. Buanprorp. I have no further questions. 

Mr. Kupay. Now, did you have anything further, Captain ? 

Captain Martineav. I have nothing further, sir. 

Mr. Kitpay. Any questions of Captain Martineau ? 

Mr. Bartrmo. Just a minute. Do you want to take up the little 
changes now ¢ 

Mr. Buanprorp. No. 

Mr. Kizpay. Thank you, Captain. 
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Captain Martineau. Thank you, Mr. Chairman. 

Mr. Kirpay. I think we will now hear from Mr. Manton Eddy. 

Mr. Buanprorp. All right, sir. 

Mr. Kupay. The same order in which we heard the witnesses before. 

Mr. Bianprorp. All right, sir. 

Mr. Kinpay. Mr. Eddy. 

Mr. Wuu1aMs. Mr. Chairman, Mr. Eddy is unable to attend. If 
you will accept me as a substitute, I would like to appear before you. 

Mr. Kitpay. Very well. We will be glad to hear you. 

Give your name, please. 

Mr. Witui1aMs. My name is Williams, Stephen D. Williams. 

Mr. Kitpay. And you represent, Mr. Williams? 

Mr. WituiaMs. I am representing today the American Life Con- 
vention and the Life Insurance Association of America. 

Mr. Kiipay. Have a seat. We will be glad to have you go ahead 
with what statement you care to make. 

Mr. WiittaMs. I have no prepared text. 

Mr. Kinpay. All right, you may go ahead in your own way. 

You may be seated, “Mr. Williams, if you prefer. 

Mr. WusaMs. I have had some notes here that I have had typed 
up and have some copies of it. If they would be helpful to you, why, 
I would be very happy to submit them. 

Mr. Kitpay. They would be. 

You may go ahead, Mr. Williams. 

Mr. Witurams. As you know, we haven't had too much time to 
prepare ourselves for this. We didn’t get a copy of the committee 
print until Saturday morning. 

We can say that having reviewed it rather in a hurried fashion, we 
‘an see no reason why an effective group insurance program can’t 
be established and administered to implement title [I in your proposed 
bill. 

To meet the minimum requirements of section 201 (a), we believe 
that a plan providing the following benefits for wives and children 
of men in active service would be in order. 

The plan would provide reimbursement for, first, hospital charges 
for bed and board in semiprivate accommodations up to 365 days of 
confinement for each disability, plus hospital charges for other neces- 
sary services and supplies during such confinement. 

The first $25 of hospital charges during each period of disability 
to be paid by the patient. 

Second, surgeon’s fees for surgery performed either in or out of 
hospital. 

Third, charges for in-hospital physician’s cost. 

Fourth, charges from physicians or hospitals for maternity costs, 
including necessary prenatal and postnat: al care. 

And fifth, and finally, preoperative and postoperative charges in- 
curred within 30 days of the date of any surgery, such charges to 
include those made by a physician other than the surgeon performing 
the operation and costs of X-ray or laboratory procedures as well. 

The plan would limit reimbursement for physicians and surgeon’s 
charges and for costs of X-ray and laboratory procedures to those 
set out in Veterans’ Administration Cat: ilog 5. 
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It would also contain limitations and exclusions such as those out- 
lined in our memorandum to the Department of Defense of January 6, 
1956, and in Mr. Eddy’s previous testimony. 

For example, costs of domiciliary care and private duty nursing 
would not be covered, nor would occupational disabilities be included. 

In estimating first year costs for this plan, we have assumed that 
40 percent of the wives and children of men in active service would 
be eligible for benefits. We have also used census information pre- 
viously obtained from the Department of Defense. 

Specifically, the numbers assumed to be eligible are approximately 
838,000. 

Using this figure, we estimate first year costs to be in the neighbor- 
hood of $65 million. 

May we stop at this point, Mr. Chairman ? 

Mr. Kinpay. Yes. Let’s explore this. 

This is of course the mandatory feature of the bill? 

Mr. WiuiaMs. Yes. 

Mr. Chairman, this plan that we suggest goes in some very minor 
areas beyond I think the mandatory features of the bill. 

Mr. Kirpay. I believe the only one I noticed was preoperative care 
is stated at 30 days, where we had no—— 

Mr. WititAMs. You had no limitation, that is right. 

Mr. Kitpay. We had no limitation. That is the only one I noticed. 

Are there others? 

Mr. Bianprorp. I can point out, Mr. Chairman, that the submis- 
sion of Mr. Williams’—for surgeon’s fee for surgery performed either 
in or out of a hospital. 

Mr. WituiaMs. Yes. 

Mr. Bianprorp. You will note that the bill in its final draft pro- 
vides only for surgical care incident to a period of hospitalization. 

Now, there is an example. And I think I should explain to the 
committee that in bringing this matter to the attention of all people 
who are interested in submitting any type of estimate, that I had to 
give them something to work with, and that this was what I gave 
them to work with to come as close to what I thought would be the 
final outcome of the minimum requirements contained in the bill, and 
we are not too far apart on it. 

Mr. Kinpay. On the provision either in or out of the hospital for 
this surgery, is that calculated to reduce the cost estimate? 

Mr. WitiiaMs. Yes. 

Mr. Buanprorp. It will reduce it. 

Mr. Kinpay. In other words, that dependent needing the type of 
operation that is customary to be done at home or the doctor’s office 
wouldn’t have the incentive to enter the hospital in order to get that 
work done? 

Mr. Wiu1aMs. Yes, sir. 

Mr. Kixpay. It limits rather than increases the cost. 

Mr. WitiAMs. It seems to us that a plan that restricted itself to 
surgery in a hospital might, for instance, in the case of dependent 
children, almost force the hospitalization of the children for removal 
of tonsils or some minor operation that is sometimes done in the 
doctor’s office. 

Mr. Kiupay. Mr. Arends. 

Mr. Arenps. I would just like to ask the witness: 


On page 2, where it says, “Specifically, the numbers assumed to be 
eligible are approximately 838,000.” 

I know that is a guess to a degree, but it raises the question in my 
mind : 

What is the comparable figure, would you say, in just a straight 
civilian life? Do we have 40 percent of the people, 60 percent of the 
people who are going to doctors all the time or in hospitals or ill in one 
way or the other? 

Mr. Witui1ams. Perhaps I haven’t made that 40 percent clear in 
this. 

Mr. Arenps. Yes. 

Mr. Wiiu1ams. What we have assumed is that 40 percent of the 
dependents of the wives and children of active-service men who seek 
‘are in civilian facilities. 

Mr. Kirpay. Because 40 percent do not now get it; right? 

Mr. WituiaMs. Because 40 percent we understand do not now get it. 

Mr. Kinpay. It is now estimated that 40 percent of the dependents 
do not have this type of medical care available to them because they 
are not near a medical facility. 

Mr. Buanprorp. Mr. Chairman, may I explain it this way? 

There are approximately 2,200,000 dependent wives and children of 
active-duty personnel in the armed services today. Sixty percent of 
those people are now able to get medical care in one form or another 
from service facilities. The Department of Defense has estimated 
that 40 percent, or approximately 838,000 people, are not now covered 
by service facilities. In other words, that is the number of people 
who they assume would take advantage of this coverage because they 
do not now have any type of coverage where they are located. 

Mr. Arenps. I see. 

Mr. Bianprorp. Now, these figures are based upon, therefore, the 
estimate of people who will be covered and the incident of illness that 
will occur among the covered personnel. 

Is that correct, Mr. Williams? 

Mr. Wituiams. Yes. 

Mr. AreEnpbs. I see your point. 

Thank you. 

Mr. Witson. It is still a wild guess, though. 

Mr. Kutpay. That is why we must have readjustment of the rate. 
If it turns out that only 30 percent are affected, it is going to come 
down. If it turns out to be 45 percent, it will be increased. 

Mr. WituraMs. That is right. 

Mr. Bianprorp. Now, may I ask you at this point—I think we 
should make this quite clear. And it is in line with Mr. Kilday’s 
questioning. 

You are not attempting to tell the committee that you will guar- 
antee complete coverage for some 2 million dependent wives and chil- 
dren for $65 million a year? 

Mr. Witttams. No, sir. 

Mr. BLanprorp. What you are saying, in effect, is that based upon 
the estimate that was furnished to you by the Department of Defense, 
you assume you will be covering 838,000 people ? 

(Mr. Williams nods.) 

Mr. BLanprorp. Now, we are going to get into a very interesting 
situation—when 838,001 appear on the scene. ) 
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Mr. WiiuiAMs. Yes. 

Mr. Bianprorp. You are never going to know that, are you? 

Mr. WitiiaMs. Not very well, no. 

Mr. Bianprorp. So you don’t know how many dependents you are 
covering when you come up with an overall contract. 

So the only thing you can do is to give us your best estimate based 
upon an approximate coverage of 838,000 people from your own 
actuary tables, is that correct ¢ 

Mr. WiuiaMs. Yes. 

Mr. Buanprorp. But if it should turn out that a trend should de- 
velop and that 10 percent of the people now in service facilities decide 
to go to civilian facilities, and that raises this number by another 
200,000, then obviously your costs will be higher, and on the other 
hand, if the service dependents should not take advantage of this to 
the extent that it is now estimated, then the cost will be lower. 

(Mr. Williams nods. ) 

Mr. Bianprorp. So basically, the only thing you can do is to give 
an estimate with a charge-back at the end of the year based upon 
actual costs, would that be correct ? 

Mr. Wiii1ams. Yes. We think that if insurance companies were 
to underwrite a program of this sort, that inherently the policy that 
is issued should have what I think is best called a price-redetermina- 
tion feature. It would obviously be unfair if this estimate of 838, 
people were to turn out to be half that number. 

We as insurers would not want to be put in the position of having 
charged a premium that was patently too high. 

By the same token, if the 838,000 should turn out to be 1,200,000, 
let’s say, we are not prepared to underwrite that risk. That is hardly 
a risk that can be forecast from actuarial tables. 

Mr. BLanprorp. Now, you have assumed a 30-day preoperative and 
postoperative charge, and you also have assumed the schedule 5 have 
a standard because you have to use some reasonable guide in deter- 
mining suregon’s fees and physician’s charges. 

The bill of course is silent on the number of days involved in pre- 
operative and postoperative charge. 

Under the VA schedule, I believe it is a 14-day preoperative and 
postoperative provision. 

Mr. Witt1aMs. I believe that is so. 

Mr. Bianprorp. Would there be any material difference in costs 
if your preoperative and post operative charges were confined we will 
say toa 14-day period ¢ 

Mr. Witiiams. Not any material difference ; no. 

Mr. BLanprorp. Well, then, after looking at this bill, would you 
say that your $65 million estimate will provide more than is contained 
in the minimum but approximately that which is provided as a mini- 
mum, although with a little further liberalization on your part! Is 
that a fair summary 4 

In other words, does your estimate of $65 million meet the minimum 
requirements and give a little bit more ? 

Mr. Witurams. We thought that the plan we suggested that is 
outlined here meets the minimum requirements, recognizing that some 
of the words that are used in the bill purposely give flexibility. We 
thought they met the minimum requirements, and in rather minor 
respects went beyond them. 


I think that is essentially what you said. 

Mr. Gavin. Mr. Chairman, that will be a matter for the Secretary 
of Defense in negotiating the contract with these companies. These 
provisions as to flexibility no doubt will be incorporated. So they are 
either up or down, according to the number. 

Mr. Kitpay. That is true. 

Mr. Buianprorp. Exactly the point. 

Mr. Kirpay. It is purposely designed that way, to encourage some 
competition in getting the contract. 

Mr. Buanprorp. Now, do you agree from an insurance viewpoint, 
from your long experience in this, Mr. Williams, that it is wise to 
charge the $25 to the patient and make it a hospital charge, from 
an administrative viewpoint ? 

Mr. Witu1aMs. From the point of view of an insurance underwriter, 
I certainly agree that it is desirable to introduce controls in a plan 
of this sort. 

Controls, it seems to me, are best introduced by requiring that the 
patient share in some way or another in the cost of the benefits. 
Whether that sharing is best accomplished by requiring the patient 
to pay the first $25 or whether it is best accomplished by requiring the 
patient to pay a percentage of the cost is a matter that has been debated 
for a long time, and probably will continue to be debated for a long 
time, in insurance circles. 

I doubt if there is any best way. This is certainly acceptable from 
an underwriting point of view. 

Mr. Buanprorp. I think we can proceed now. 

Mr. Kinpay. Yes; go ahead. 

Mr. Bianprorp. I think we can go on now to section 202, Mr. Wil- 
lhams. 

Mr. Witu1ams. To go on, partially to implement section 202, it 
might be decided to make the same benefits available to dependent 
parents of men in active service. If this is done we estimate first- 
year costs for this group to be $10 million. 

Mr. Kitpay. When you say parents, do you include parents-in-law / 

Mr. Witutams. This should have included the word “parents-in- 
law”; ves. 

Mr. Kintpay. Go ahead with your statement. 

Mr. Wiutu1aMs. In this estimate we have assumed that 80 percent of 
the dependent parents of men in active service would be eligible for 
benefits. 

We have again based the estimates on census information obtained 
from the Department of Defense. The actual number works out to be 
approximately 86,000, 

Mr. Kitpay. I do not believe there are any questions on that. That 
seems to be clear. Go ahead to the next point. 

Mr. WituiaMs. In further implementation of section 202 it may be 
decided to make these benefits available to the dependent widows and 
children of deceased servicemen. 

If this is done, we estimate first-year costs for this group to be 
S5.500,000. 

In this estimate, as in the case of dependent parents of active-service 
men, we have assumed that 80 percent of the widows and children of 
deceased servicemen would be eligible for benefits. 
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We have also based our estimates on Department of Defense census 
information. The number assumed to be eligible is approximately 
144.000. 

In further implementation of section 202, it may be decided to make 
the same benefits available to retired servicemen and their dependents. 
If this is done we estimate first-year costs for this group to be $17 
million. 

In making this estimate, we have assumed that 50 percent of these 
men and their dependent wives and children would be eligible for 
benefits, and have used Department of Defense census information. 

The total number assumed to be eligible is approximately 257,000. 

It should be noted here that none of these figures include any esti- 
mates for cost of dependents of members of the Coast Guard, the 
Coast and Geodetic Survey, or the Public Health Service. 

The new draft of H. R. 7994 provides for insuring the proposed 
program. We again suggest that as a practical matter this can best 
be administerd by one organization that operates throughout the 
United States and that its experience in providing broad insurance 
coverage against many types of medical care costs. 

Specifically we renew our suggestion that the bill contain provisions 
similar to those found in the Federal Employees Group Life Insur- 
ance Act of 1954. 

We would be glad to submit language if this would be helpful. 

Mr. Kinpay. We will be glad to get your language, and we will of 
course have to coordinate it with those having primary 1 ‘esponsibility 
in this field. 

You did not include Coast Guard, Coast and Geodetic Survey, or 
Public Health services. 

Is that because you did not have census information as to that? 

Mr. Witii1AMs. We did not feel that we had—we had some census 
information that was obtained from testimony before this subcommit- 
tee I believe. We did not have time properly to analyze it and add it 
to our figures. 

It seemed to us, too, that it would make relatively little difference 
in our cost estimates, probably not more than say 2 or 3 percent. 

Mr. Kitpay. And will you further analyze those figures and any 
other census information which these services may be able to provide / 

Mr. WittiAMs. Yes. 

Mr. Kinpay. And let us have as firm a figure as possible, compa- 
‘able to the other figures that you have given us? 

Mr. WiiuaMs. V ery glad to do that 

Mr. Kitpay. Of course the present draft of the bill includes this 
personnel ? 

Mr. Wiiuiams. Yes. 

Mr. Kitpay. We will need to know the cost. 

Mr. BLanprorp. You have the breakdown, do you not, of the Coast 
Guard figures that I gave you ? 

Mr. Witttams. Yes. 

Mr. Kirpay. Mr. Blandford, any questions / 

Mr. Brianprorp. As I gathered from your testimony, then, you 
could cover the whole thing for approximately $97,500,000 if my 
figures are correct ? 


“Mr. Wirttams. I have not added them up. Is that what it adds 
up to? 
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Yes. 

Mr. BLanprorp. Now you are assuming, and I think properly, that 
this would apply say to 50 percent of the retired personnel and their 
dependents, the assumption being that those who are in an area where 
there are service facilities would not need the coverage. 

Mr. WituiAMs. Yes. 

Mr. Buanprorp. We unfortunately do not have figures which show 
a breakdown as to where these people live. 

Mr. Witurams. Yes. 

Mr. Buanprorp. So again that figure is flexible ? 

(Mr. WituiaMs nods. ) 

Mr. Buanprorp. It might be 50, it might be 60, or it might be 40? 

Mr. Wituiams. Yes. 

Mr. Bianprorp. But we can use that as a basis of an estimate. 

And, again, you assume an 80 percent coverage of dependent parents, 
on the same theory. 

Do you have any examples with you today of what this would cover / 

Mr. Wiuu1AMs. I have not been able to work anything out in the 
limited time we have, no, Mr. Blandford. 

Mr. Buanprorp. I would like to ask, Mr. Chairman, Mr. Williams 
to submit as soon as possible—and Mr. Andrews—to the committee 
about 15 or 16 examples of common illnesses and surgical operations, 
showing what your plan would cover, using your VA schedule for 
your surgeon’s fees and your hospital rates. 

Mr. Wiuiams. Yes. 

Mr. BLAnpgoRD. So we may use those as examples. 

And I am going to ask Mr. Van Steemwyk and Dr. Stubbs to do 
the same thing. To get some idea, of being able to tell people in the 
armed services in the report what they would be covered for and what 
they would not under the plan as you understand it with regard to 
these minimums. 

Mr. Wituiams. We think that examples of that sort should be help- 
ful in showing, as you said, what would be covered and as importantly 
what would not be covered. 

Mr. Bianprorp. Yes. 

Mr. Kirtpay. You will furnish that information ? 

Mr. Wittiams. We will be very glad to; yes. 

Mr. Kitpay. Mr. Williams, just one more question. 

Under the present definition of children, it would include children 
under 21 years of age and those incapable of self-support because of 
being mentally or physically incapacitated. 

Could you now tell us what effect it would have on the rate if we 
included in that children over 21 who are engaged in a regular course 
of education ? 

The language could be worded perhaps similar to the one we have 
in the Internal Revenue Code in reference to that. 

Would it make a significant difference or would you say now or 
would you furnish the figures? 

Mr. Witu1AMs. I would not think so; no, sir. 

Mr. Kitpay. That would not make a significant change? 

Mr. Wiiutams. There should not be too many more dependents 
included in that broadened definition. 
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I would not want to hazard a guess as to how much of a difference 
it would make, but I do not think it would be significant. 

Mr. Kitpay. If you do come up with anything firm on it, you will 
supply it to Mr. Blandford ? 

Mr .Wittiams. We would be very glad to. 

Mr. Kiipay. I personally feel it is a very desirable coverage, but I 
have personal reasons for feeling that way. 

Mr. Wilson ? 

Mr. Witson. Mr. Chairman, under the 40 percent anticipated be- 
ing covered, it is logical to assume that a lot of them are located in 
remote areas, crossroads and hamlets. 

That is one of the reasons they are not getting treatment today. 
Now as I understand it, the insurance programs—Blue Cross and some 
of those—do not operate in some of those remote areas. 

How would you propose that such dependents would be taken care of 
under a blanket coverage ? 

In other words, aren’t there areas in the United States where Blue 
Cross does not operate or where the population is too spread out to 
make it economical ? 

Mr. Wiux1ams. Well, of course I can’t speak for Blue Cross, sir. 
But speaking for insurance companies, I think that some of our com- 
panies’ facilities are sufficiently widespread so that we would be able 
to service even those who are located in the remote areas. 

Those people do have to get to hospitals, and if there are hospitals 
I think we are in touch with them. 

Mr. Witson. I just wanted to be sure that all those factors were 
taken into consideration. 

Mr. Kirtpay. Thank you, Mr. Williams. You have been very help- 
ful. 

Mr. Wittiams. Thank you, sir. 

Mr. Kitpay. We will now hear from Mr. van Steenwyk and Dr. 
Stubbs. 

Are they both here? 

Come around, please, gentlemen. 

Dr. Stubbs, will you be the witness ? 

Dr. Sruens. Yes, sir. 

Mr. Kitpay. Go right ahead with your statement, Doctor. 

Dr. Sruses. Mr. Chairman and members of the committee, our 
associates, | myself included, wish to join with Dr. Berry in expressing 
appreciation to you, sir, and to the members of the committee, and 
to the counsel, Mr. Blandford, for the fine way in which these hearings 
have been conducted and the way in which the testimony that has been 
presented has seemed to influence the course of modification in the bill. 

The reason I belabor this point a little bit is because you have left 
us with very little to comment on it in the bill, sir. [ Laughter. | 

We feel that the revised version in large measure incorporates the 
changes that were proposed in previous testimony. 

However , with your permission I would like to comment on a few 
specific items and make certain additional suggestions for your con- 
sideration. 


Most of these have to do with section 201, which begins on page 21 
of the committee print. 
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First, we suggest that section 201 (a) (1) be amended to read: 

(1) Hospitalization in semiprivate accommodations for up to three hundred 
and sixty-five days for each admission, including all necessary services and 
supplies furnished by the hospital during inpatient confinement: 

The only substantial change accomplished by this suggestion is to 

ear the covered period of hospitalization to each admission to the 
fospital instead of to each disability. 

This would make it unnecessary to keep a record of the number of 
days each dependent spent in the hospital for each disability. In 
addition, it eliminates the difficult and often impossible task of de- 
termining whether a subsequent admission to a foaniea is due to a 
disability for which the dependent has already received some hospital 
care. 

In line 21, on page 21, we suggest that the phrase “incident to” be 
changed to “during” so that paragraph (2) will read: 

(2) Medical and surgical care during a period of hospitalization ; 


If our suggested amendment of paragraph (2) is accepted, the 
dependent would receive medical and surgical care throughout a 
period of hospitalization which could cover a period of 365 days for 
each admission. 

We recommend that the phrase “maternity service” in line 23 on 
page 21 be changed to read “obstetrical services”. “Obstetrical serv- 
ices” is the broader term and is the one generally used to describe 
services rendered in the medical management of pregnancies. 

Our suggested amended paragraph (3) would read: 


(3) Complete obstetrical services, including prenatal and postnatal care; 


On line 25 of page 21 we suggest the striking out of the phrase “a 
physician or” and inserting in lieu thereof the word “the” so that 
paragraph (4) would read: 


(4) Required services of the surgeon prior to and following hospitalization for 
a bodily injury or for a surgical operation ; 

This language will eliminate the statutory requirement for paying 
the expense of home and office care given by a physician other than 
the surgeon. In our judgment these expenses will be difficult to 
manage and may very Saif prev disproportionate, in the aggregate, 
to the benefits sought to be achieved in individual cases. 

In any event, our suggested change will not preclude the Secretary 
from contracting for the additional coverage if experience shows it 
to be necessary and feasible. 

Mr. Kitpay. To get it clear in my mind, that would still leave pro- 
tection for in-hospital physicians and surgeons? 

Mr. Srusss. That would leave everything, except we feel it would 
avoid the possible misinterpretation of covering any care by any 
physician that could in any way be related to the hospitalization. 
And we felt that if we spoke just of the surgeon responsible, that we 
would take care of a period before and after hospitalization, but we 
would not get over into this difficult field of handling home and office 
care by almost any physician or surgeon, even though a distant rela- 
tionship might be drawn. 

Mr. Branprorp. The only thing that would bother me there, Mr. 
Chairman, is the—that language was not written hurriedly, believe 
me. If we take out of that the language of a physician, we are then 
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taking out from the minimum coverage—and bear in mind that this 
is the language that must go out throughout the Armed Forces, the 
language that if, for example, a dependent were in an automobile 
accident and he happened to be treated by a physician who was not a 
surgeon, that he would not be covered. 

Now, there are many cases when a physician will provide services 
that either do not require a surgeon but do eventually lead to hospi- 
talization. 

You have the situation, for example, of the individual who feeling 
ill, goes to his family physician for treatment, who recommends an 
operation. 

Now that certainly is incident to or prior to an operation. Actually 
you really want to cover that individual. 

Dr. Stuprs. Well, we really have no serious objection to the point. 

I was thinking, myself, and I am sure the others were, of the tech- 
nical meaning of the word “surgeon” here, that it could cover physi- 
clan activities. 

But your point is a broadening one, and we- 

Mr. Buanprorp. Yes. Not only that, but when you get into 
“surgeon” you know exactly what you are talking about, because he is 
a graduate of the College of Surgeons and he is a specialist in surgery. 

Now “physician” is a little broader term. 

Mr. Kitpay. May I suggest—I think the doctor has made his point 
clear. 

We must be on the floor as we have some bills coming up. 

Dr. Stuspss. Yes. 

Mr. Kiipay. I am sure we will have time to go back to some of these 
things. But I want to make sure you get through your whole state- 
ment now. 

Dr. Srupss. Yes, sir. 

The meaning of section 201 (a) (5), which begins on line 3, page 22, 
is not entirely clear to us. Specifically, we are not sure what is meant 
by the phrase “incident to hospitalization” in line 5. We have inter- 
preted this paragraph to mean, for example, that the expense of X-ray 
examinations which reveal the need of hospitalization are to be covered 
by the plan if the patient is, in fact, hospitalized. 

Conversely, such examinations would not be paid for if no hospital- 
ization is required. We suggest that the committee’s report explain 
this section in detail and that the Secretary of Defense be given author- 
ity to issue regulations defining when such services are “incident to 
hospitalization.” 

Section 201 (a) (6) provides that the patient shall pay the first $25 
of expenses incident to each admission to a civilian hospital. Since 
such expenses might include some which would in no event be covered 
by the plan, you may wish to consider changing paragraph (6) to 
read somewhat as follows: 





(6) Payment by the patient of the first $25 of hospital expenses which, but 
for this paragraph, would be provided for under paragraph (1) of this sub- 
section. 





In other words, not to permit expenses 

Mr. Branprorp. That is a good change. 

Otherwise you could have all the guests in for dinner that night 
and they would all be entitled to the hospital service. 
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Dr. Srusss. We put that in one bill one night where I work. 
[ Laughter. | 

During the previous hearing on this bill the point was made by sev- 
eral witnesses, including ourselves, that deterrents on the use of 
military and civilian facilities should be as nearly equal as possible. 

It may be that the $25 expense imposed on the servicemen for using 
a civilian hospital will, on the average, equal out to the subsistence 
charge which will be made for use of a military medical facility. If 
it does not, we recommend that you reexamine the amount of the de- 
ductible charge with this thought in mind. 

My final point has to do with section 204, which begins on line 13 of 
page 23. In effect this section requires that contracts made by the 
Secretary of Defense under this act shall contain a provision for 
the adjustment of charges not later than 90 days after the first year’s 
operation. Wesuggest that section 204 be amended to read as follows: 

Any contract entered into by the Secretary of Defense under the authority 
of this Act shall contain a provision that within one hundred and eighty days 
after the close of each year such contract is in effect, the parties thereto shall 
review the terms of such contract for the purpose of making such revisions as 
the parties may agree upon. 

We had the feeling that the 90-day limitation might be difficult to 
complete adjustments, but I might say in closing, Mr. Chairman, that 
we do not feel very strongly about any of these points. - 

We have tried just to enter into the spirit of things, of being helpful 
with a few more changes, but we feel as I stated in the beginning that 
we have very little to offer. 

Thank you, sir. 

Mr. Kinpay. As to the 90-day provision we should be careful that 
we not make it so short as to actually preclude readjustments. 

Dr. Srvusss. That was the point. You ean start as early as you 
like, but in no event complete them after 180 days. 

Mr. Kitpay. Within 90 days the problem might not have sufficient 
experience and we might have the problem of providing there shall 
not be any adjustment later. 

Dr. Stusss. Thank you. 

Mr. Kinpay. Thank you. 

Mr. Bianprorp. Do you have any cost estimates now ? 

Dr. Stupss. Mr. van Steenwyk, who is the professor of cost account- 
ing, will explain that. [ Laughter. | 

Mr. Kinpay. You go ahead, Mr. Van Steenwyk. 

Mr. BLianpForp. You have those copies for the committee? 

Mr. Van Streenwyk. Yes; I have. Mr. Chairman, I have four 
pieces which I have distributed to the members of the committee. 

The first was a requested series of definitions, certain terms being 
defined in that piece. 

The second is an estimate of costs based upon some alternative sug- 
gestions which I will describe in a moment. j 

The third is a series of sample bills. This follows the request of 
committee counsel that we select common diseases and show what 
would occur under the bill as it is written. 

Mr. Kitpay. At this point, so that we do not overlook it, this will 
be included in the record at this point. 

Mr. Van Steenwyk. Thank you, sir. 

The fourth piece is merely another sheet on definitions. 
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(The document is as follows:) 


OUTLINE OF BENEFITS FOR DEPENDENTS OF MEMBERS OF THE UNIFORMED SERVICES— 
CARE FOR NONOCCUPATIONAL ILLNESS OR INJURY IN CIVILIAN HOSPITAL FACILITIES 
AND BY CIVILIAN PERSONNEL 

HOSPITAL CARE 


Hospitalization in semiprivate accommodations for up to 365 days for each 
admission, including all necessary services and supplies furnished by the hos- 
pital during inpatient confinement; care in the outpatient department of the 
hospital in connection with emergency treatment required as a result of and 
rendered within 24 hours following accidental bodily injury or in connection 
with a surgical operation. 

The term “hospital” means only an institution which meets fully every one 
of the following tests, namely, (a) it is primarily engaged in providing—for 
compensation from its patients and on an inpatient basis—diagnostic and 
therapeutic facilities for the surgical and medical diagnosis, treatment, and care 
of injured and sick persons by or under the supervision of a staff of physicians 
who are duly licensed to practice medicine, and (6) it continuously provides 24- 
hour-a-day nursing service by registered graduate nurses, and (c) it is not, 
other than incidentally, a place for rest, a place for the aged, a place for drug 
addicts, a place for alcoholics, a place for the treatment of nervous or mental 
disorders, a place for the treatment of pulmonary tuberculosis, or a nursing 
home. 


PROFESSIONAL MEDICAL CARE 
Surgical care 

The term “surgical care’ means the treatment of fractures and dislocations, 
endoscopies, and operations that involve cutting or incision and/or suturing 
necessary for the treatment of any disease or illness, and shall include pre- 
operative care rendered by the surgeon within 30 days prior to hospital care as 
an inpatient or as an outpatient, and postoperative care for 30 days following 
discharge from the hospital as an inpatient or as an outpatient. 


Obstetrical care 


The term “obstetrical care’ means the treatment of any condition arising out 
of and during pregnancy, including prenatal care during the period of gestation 
and postnatal care rendered within 90 days following termimation of the 
pregnancy. 

Related medical services 

The term “related medical services” means diagnostic and therapeutic serv- 
ices, clinical laboratory examinations, administration of anesthetics, radio- 
isotopes, electrocardiograms, electroencephalograms, basal metabolism examina- 
tions, and physical therapy. 

General medical care 

The term “general medical care” means any service rendered by a physician 

duly licensed to practice medicine, which service is not hereinbefore defined. 


EXCLUSIONS 


Benefits shall not include blood or blood plasma, private-duty nurses and their 
board, prosthetic devices, hearing aids, orthopedic footwear, and spectacles; or 
charges for private room in excess of the hospital’s most prevalent semiprivate 
room charge. Benefits shall not be provided for service-connected disabilities 
nor for nervous or mental disorders after a clear diagnosis as such. 


DEDUCTIBLES 


Payment shall be made by the patient of the first $25 of covered expenses inci- 
dental to each admission to a civilian hospital. 
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ProGRamM II. OUTLINE OF BENEFITS FOR DEPENDENTS OF MEMBERS OF THE 
UNIFORMED SERVICES 


CARE FOR NONOCCUPATIONAL ILLNESS OR INJURY IN CIVILIAN HOSPITAL FACILITIES 
AND BY CIVILIAN PERSONNEL 


Same benefits outlined in program I plus home and office surgery. 


ESTIMATED FIRST-YEAR ANNUAL COST (INCLUDING ADMINISTRATIVE EXPENSE) FOR 
HOSPITAL MEDICAL SURGICAL PROGRAM FOR DEPENDENTS OF SERVICEMEN AND FOR 
RETIRED SERVICEMEN 


Hospital 365 days, $25 deductible; surgical care including pre- and postopera- 


tive care; medical care related to hospitalization; obstetrical care; diagnostic 
care incidental to hospitalization. 





| Percent of care} 























- - | Home and “Seen aa 
in civilian | — a of office weer tA 
ioscan. | Sa included sas al 
ee a. Se ~ — 
I, Spouse and children of active servicemen 
(in United States)-_-....-...-- aa iihe) : 40 | 2,096,951 | $53, 800, 000 $53, 200, 000 
II. Spouse and children of retired and deceased | 
a<visenen.....-....-.,..-------- chee 100 498,724 | 23, 100, 000 22, 700, 000 
III. Parents of active and retired servicemen_- 100 112, 365 /11, 800, 000 11, 600, 000 
IV. Retired servicemen.---.-..-....----- 100 190, 545 17, 000, 000 16, 800, 000 
Total program_____- ALES IE ERS ROD, — ORR 2, 898, 585 105, 700, 000 104, 300, 000 
| 











Alternate, assuming 50 percent use of civilian facilities by other than active 
servicemen : 











Percent of care ' : Home and eee 
| incivilian | N oes f office iat 
| hospitals | Person: included | @*ctuder 
I. Spouse and children of active servicemen | 
me ke a eee 40 | 2, 096,951 | $53, 800, 000 $53, 200, 000 
II. Spouse and children of retired and deceased | 
I rec oc cece beneaapain tases dimaweaes 50 | 498, 724 11, 600, 000 11, 400, 000 
III. Parents of active and retired servicemen__- 50 | 112, 365 5, 900, 000 5, 800, 000 
TV; Retired serviewmem........................ 50 190, 545 8, 500, 000 8, 400, 000 
tao peace. Goanssneanten~~etnthesscoscaesccs | 2, 898, 585 | 79, 800, 000 78, 800, 000 








EXAMPLES OF BENEFITS CONTEMPLATED UNDER THE PROPOSED MEDICAL-CARE PROGRAM 
FOR DEPENDENTS OF MEMBERS OF THE UNIFORMED SERVICES 


The attached examples have been prepared to indicate the manner in which 
benefits for hospital and medical care might be applied for dependents of members 
of the uniformed services under the proposed medical-care program. 

In preparing these examples, the following assumptions were made: 

1. It was assumed that a patient who occupied a private room would have 
received benefits for room and board to the extent of the hospital’s most prevalent 
charge for semiprivate accommodations. 

2. In these examples the amounts shown for surgeons’ charges and proposed 
benefits were computed on the basis of the fees listed in Guide for Charges for 
Medical Services, VA catalog No. 5. 

3. In nonsurgical cases it was assumed that the attending physician made one 
visit to the patient for each day of hospitalization. The amount shown for 
“physician” in these cases was computed on the basis of $4 a visit. 
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RE 306689 


Episcopal Hospital: November 12 to 18, 1955. 
Diagnosis: Infected tonsils and adenoids—operative. 














4 . Proposed 

Services Charges benefits 
Stl See a ap i RA ee ell NER ee a as . $11. 00 $11. 00 
Operating room_.--- -- Land baamrsesebennscakarawtioeeekaton ae PE 25. 00 25. 00 
NNN oak iss- pip nehisobanichic bbichinab abi hntecn sg widdcs kktahodnmuannens 3. 50 3.50 

RSE RS ea eee Saints ec -aebeban onl he See Sacer \ |) : 
otk. cee ote chin codtwrd od Kua boanneas adasbbBacelicninn od 4 19. 00 19. 00 
Anesthesia. ____- : RA OR Ee ae ee eee fem aadnthic aia nae 15. 00 15. 00 
RE a Ee Sovakshewsstes eoecranahasoumsthnksetScokuctébetisceen 40. 00 40. 00 
Total __ A hee ie pea Se ate x 113. 65 113. 50 
Deductible amount to be paid by patient___- : ; 25, 00 
i oh A A ia meet eheatsndaanenen ade nienan nadie csaahiangimes 88. 50 





Garfield Memorial Hospital: June 3 to July 6, 1955. 
Diagnosis: Ureteral andrenal calculi, pyelonephritis right acute and chronic— 
operative. 

















_— ened Proposed 

Services | Charges henefits 
Semiprivate room, 12 days, at $15._______-_- oe re a a a $192. 00 $192. 00 
Semiprivate room, 21 days, at $15._.._______ wanna nan ante nnn nennnen---te---] 315. 00 | 315. 00 
Operating room et, 1a eee er ae nee Sos erate © oes Fe 185. 00 185. 00 
SES TEI Sa ee ee re eee See Slain eee sais 17. 00 7.00 
lara cd Mela iro nana cabana cease avep Guar ae ah ipsa dshibninied setatinails 190. 80 | 190. 80 
a a EA al ag Se i RR aR ES AS | SR eT aCe SAR he BRE Binal | 51. 25 | 51. 25 
ee EE RRMIOOUND oi ok on ere ene cntaoscdbetued Thy Seas eS ee ee 18. 75 | 18.75 
NR, Dre c Ria. hdd rnieanianh= tad a 2eEE bin nhntineamatenasnubiieiess fg Sree . 
ET ME EE Bi cc cumesoucecaedoundbeciubceneukscas RE ess EO 54.00 | 54. 00 
cach ites aadiod scviebeaapes sochcashng oso nip ansiebaepniccaimimpcio 95. 00 | 95. 00 
Anesthesia _ _.___-- RELL SMARTS ERE A en REIS, SEE RE TAD. 160. 00 160. 00 
|S ERROR I RIE eae ee CR ER ers ee | 300. 00 | 300. 00 
Total_____. Sc eae Sate | 1, 586. 25 1, 578. 80 
Deductible amount to be paid by patient _-_ REE. Si 5 RS EARS TL ae wéses 25. 00 
pee ee ee See eee ee | nccuuteeessee 1, 553. 80 


| | 


Prince Georges General Hospital: December 4, 1953, to March 1, 1954. 

Diagnosis: Third and second degree burns of lower abdomen, scrotum, penis, 
both legs, right foot and ankle—multiple split thickness skin grafts and re- 
dressings. 








| 








Servi | ‘ | Proposed 
ervices | Charges Saneiiis 
ee tte &S — Zo) ae 
Ward, 87 days, at $8.._...._.--_- wbivw bio bend GR as da ak cased daa on chee dd | $696. 00 | $696. 00 
EN EE EE IE ELE FOLD } 220. 00 220. 00 
I oc nsresrer nace eo scBinsiny esti wnceshoars ae ieatoel Re Pie Te as 2 A Slat 3. 00 3. 00 
Medications-_-_-_-_.----- psn ntn ond Snonenwnenasenion anal dh ad Sete te sik, Le | 223. 55 | 223. 55 
IN Fiosos cic c2 cue nnd iddea des Owebad~ tans us oGlws shachee< dp edeaons } 29. 50 29. 50 
Laboratory tests_-- OEE ty ITO ES GD Mi Oe 191. 00 191. 00 
iron beneratetecvaiit cheese deen 4 SudBoacin ats poatcattce staat 115. 00 115. 00 
Surgeon. _-_-- Shed Mee Re SEE AEE AEP Ee te TO | 1 300. 00 1 300. 00 
| TeepGiataiehliter 2, seibey xaeey Miter Pe dages Birtinst canny nes elas Dep 1, 778. 05 | 1, 778. 05 
Deductible amount to be paid by patient.....................- 22222222 lee Ieiadeez Jk 25. 00 
RE TRS SE INR AC ca NE CN 


isin as pre 1, 753. 05 





§ Estimated. 
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Emergency Hospital: August 23 to December 4, 1955. 
Diagnosis: Fractured hip—operative. 





: . Proposed 
arvicres arges 
Services Charges benefits 


Semiprivate room, 50 days, at $14.50 Cat lid) AE ROS ae $725. 00 | 
Semiprivate room, 53 days, at $13.50 rdenvvaaa 715. 50 
Operating room P 

Recovery room 
Medications 
Physiotherapy 
Dressings 
Telephone 
Crutches 


$725. 00 
715. 50 
50. 50. 00 
10. 2! 10. 25 

180. 65 

3. 


Laboratory tests... - 
Anesthesia 


Deductible amount to be paid by patient__.____- 


Proposed benefits 2, 020. 25 





Georgetown University Hospital: August 23 to September 23, 1955. 
Diagnosis: Acute gangrenous appendicitis—operative. 





eas . | Proposed 
Services Charges . 
ervice harges henefits 


Semiprivate room, 30 days, at $15.50 it te Ce: meh SS POSER RD $465. 00 $465. 00 
Ward 1 day, at $14_____- RAS TE ASSES Se Pees , 14.00 | 14. 00 
Operating room : , fons aiheciakebail 33. 00 33. 00 
Medications 321. 40 | 321. 40 
Oxygen 695. 695. 00 
Dressings 286. § 286. 90 
Telephone eae ee id sis ok gk caonticcatta pom asic oe sven dace oe . 
Electrocardiogram : ELLA A RIOR ; 15. 
Laboratory tests 
X-ray. “ 
Anesthesia _ _- 
Surgeon 


15. 00 
183 183. 00 
20. 20. 00 
20 20. 00 
100. 100. 00 


2, 153. 75 


] 
Deductible amount to be paid by patient 


Proposed benefits 





George Washington University Hospital: April 4 to May 18, 1955. 
Diagnosis: Cholelithiasis—operative. 





> 304 
Services harges ——— a 
UI LL 





Semiprivate room, 44 days, at $15.50 

Operating room 

Recovery room... 

Medications 

Oxygen 

Dressings 

EF lectrocardiogram..- 

Laboratory tests_-- 
-ray - 

Anesthesia 

Surgeon 


Total_- 
Deductible amount to be paid by patient 
Proposed benefits __-- 
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George Washington University Hospital: June 28 to September 23, 1955 
Diagnosis: Brain tumor—operative. 
’ Proposed 
Services Charges benefits 
ey NO BE, WE OO. 2 isc ocsccccacacscdcusccesscesasceccscausst $69. 00 $46. 50 
Semiprivate room, 84 days, at $15.50. 1, 302. 00 1, 302. 00 
Operating room 100. 00 100. 00 
Recovery room__.- 10. 00 10. 00 
Medications_. 384. 05 384. 05 
Dressings. 86. 64 | 86. 64 
Laboratory teste.....................--.- 110.00 | 110. 00 
2 pee 140.00 | 140. 00 
Anesthesia 95.00 | 95. 00 
Electrocardiogram 12. 00 12.00 
Surgeon 300. 00 300. 00 
Total 2, 608. 69 2, 586. id 
Deductible amount to be paid by patient. 25. 00 
Proposed benefits_.......---- , 561. 19 
Re 342572 
Children’s Hospital: October 20, 1949 to April 2, 1950. 
Diagnosis: Poliomyelitis. 
= See ae Proposed 
Services Charges benefits 
Semiprivate room, 10 days, at $9.50 $95. 00 | $95. 00 
Semiprivate room, 20 days, at $10.50 210. 00 | 210. 00 
Ward, 134 days, at $13.84 ee Ets 1, 854. 56 | 1, 854. 56 
Operating room 20. 00 | 20. 00 
Medications 20. 55 20. 55 
Trays. 14. 50 14. 50 
Nurses board___- 56. 20 | Pepe 
Laboratory tests 14. 00 14. 00 
Physician ee ae 656. 00 | 656. 00 
SE en ee ee eee eee eee een Cee 2, 940. 81 2, 884. 61 
Deductible amount to be paid by patient. - 25. 00 
RE ee Rees Se ee ae ee eee ee 2, 859. 61 
Re 454073 
Suburban Hospital: March 12 to April 3, 1955. 
Diagnosis: Fracture of radius and ulna. 
SS ee See a a aiceieiaieas 
: . ,¢ | Proposed 
Services Charges | hematite 
on $$ — |__| eae, 
Semiprivate room, 22 days, at $12 $264. 00 | $264. 00 
Medications 68. 48 | 68. 48 
Laboratory tests___- 8.00 8.00 
Se, See Serer aa ee eee $2. 50 82. 50 
Surgeon --__-- 50. 00 | 50. 00 
Total_. 472. 98 472. 98 
Deductible amount to be paid by patient a 25. 00 
Re ENS See Ae : Bea | 472. 98 








%| Sh! SSSe5 ! 
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Re 622457 


Children’s Hospital: February 20 to March 6, 1955. 


Diagnosis: Leukemia. 





Services 


Charges 


Proposed 
benefits 





Private room, 3 days, at $18.25_. 
Semiprivate room, 11 days, at $14. 25_. 
Medications. __- 

Blood service mae. 

Th. .---. iad 

Charge for mother_- 

Labor: atory tests __ 

Physician 


Total 
Deductible amount to be paid ‘by patie nt_. 


Proposed benefits. _--.------- 





Re 69391 








Georgetown University Hospital: August 24 to September 20, 


Diagnosis: Nephritis—nonoperative. 





Services 


Semiprivate room, 27 insects at $15.50__ 
Medications_- : 
Dressings 

Telephone__- fet oe 

Laboratory tests 

a sp =< 

Physician 


Total___..- 
Deductible amount to be ‘paid. by patient. 


Proposed benefits 


| 


Charges 


$418. 50 
139. 40 
2. 35 
. 90 

55. 00 

10.00 | 

108. 00 | 


| 


734. 1b | 


42.75 
56. 75 
. 85 
3. 00 
5. 00 


56. 00 
494. 85 
25. 00 


469. 85 


Proposed 
benefits 


$418. 50 
139. 40 
2. 35 


55. 00 
10. 00 
108. 00 
733. 25 
25. 00 








Re 82771 


Sibley Memorial Hospital: October 2 to November 12, 
Diagnosis: Acute coronary thrombosis. 


955. 





Services 





Semiprivate room, 41 days, at $14.50 
Medications 


i RE ee eee nee ee a ee ee Oe en 


Electrocardiogram 
Laboratory tests 

X-ray 

Physician 


IE Ii a. 0 diveciecncneecencenncasdens eeeeenses 


Charges 


708. 25 


Proposed 
benefits 








= 











Re 396149 


Garfield Memorial Hospital: September 23, to October 7, 1955. 
Diagnosis: Normal delivery with severe postpartum hemorrhage (hysterec- 
tomy). 

















Servi . | Proposed 

ervices Charges | benefits 
I I A ae lees pict mma altimeter | $247. 00 $195. 00 
Semiprivate room, 1 day, at $15____....._____. Pen De Se So cede oe ee 15. 00 15. 00 
EE OS a ares: CEeene 3 70. 00 | 70. 00 
Delivery and operating room Pie haa eae Meare canis 55. 75 | 55. 75 
Medications__-__-_--- ete | AS LL IA LEO EOE INO AEE 99. 79 | 99. 79 
Oxygen SAS 2 RRS 6S Sea CEASE ES som 5.00 | 5.00 
Dressings__......-_- een LRT Oe Ses TRE PA REO DS FEF Ela 12. 95 12. 95 
Tubes See eter ass Res IDA Rg BSL Sie : 2. 54 2. 54 
Catheters _- 7.85 7. 85 

EN a eee ee re ee 7. 30 a 
NS ne Se ee Rees eee 42. 50 42. 50 
Laboratory tests kee oD sis a ce apaheptaagbidhsadecicmer emia 75. 75 75. 75 
Electrocardiogram ; ee Se TS ; 15.00 | 15. 00 
Anesthesia ez ed cia ee ; RSD Se ed — 35. 00 | 35. 00 
Surgeon... is > 5 aa Oo pubdate cpted 7 Leecaacecs 175. 00 175. 00 
Total . —— ae ee ane eee 866. 43 807.13 
Deductible amount to be paid by patient__............____-- nite 8 8 25. 00 
Proposed benefits So a ee = aie Eee = : 782. 13 

Re 601097 
Providence Hospital: December 15 to 31, 1955. 
Diagnosis: Term pregnancy—Caesarian delivery. 

eee ree Proposed 

Services Charges benefits 
EES a ieee ae ne ee $208. 00 $208. 00 
ee ce blade dame aindm ian aon maaeaemiaaaiaele 60. 00 60. 00 
EN EES LOCALE SG IPL LAAP LAL ALE LNCS TAAL LIA TM ; 35. 00 35. 00 
Medications__..____- cee LL EERE REA SE ee ee 48. 95 48. 95 
I en = azesmito po Sean a te eS, ink hae te 5. 25 5. 25 
| See eee SR ee ee ee ee epee pene ECT! 10. 00 10. 00 
Electrocardiogram__.______.______-- Wa i CE ee Ee ERS 15. 00 15. 00 
Other laboratory tests.................-_.. SE Ae A bs 59. 50 59. 50 
ah ce hy eseiielp elie ty Soils a Bai Tk Bee Relea OAS sie ee 30. 00 30. 00 
Anesthesia___- eee Yt Lame Ree) oe EE ORM ENED. BEE 30. 00 30. 00 
ae AI OLN Pe OT eA a eS ae 150. 00 150. 00 
oe SE AR eee ane ear grip aly ST EEE ay Say Cae ee ee oh 651. 70 651. 70 
Deductible amount to be paid by patient__..........-__.-- : 25. 00 
NN ase eS ea re abeace sh ivatesacensakie 626. 70 


Mr. Van Sreenwyk. I realize the limitations of time under which 
the committee is operating, and I suppose the most important con- 
sideration is the exhibit on cost. 

Mr. Kiupay. Yes. 

We would like to get that now so we will have relatively near the 
other statement on costs. 

Mr. Van Sreenwyk. Thank you, sir. 

Mr. Kitpay. As to time, we will take whatever time the committee 
requires to get the whole thing in. 

Mr. Van STeeNwyk. Thank you. 

I should like to make two general observations as they relate to 
previous testimony this morning. 

One is if the committee deems it necessary to arrange for pooling 
authorization for commercial insurance, I would hope that the com- 
mittee would also concern itself with our problem in that in the same 
way. So if such authority is necessary, that the authority for Blue 
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Cross-Blue Shield and such other interested groups who might pool 
resources might also be regarded as appropriate. 

Mr. Bianprorp. May I just interrupt ? 

Mr. Bartimo, I hope you followed that statement. 

Mr. Barrimo. Yes. 

Mr. BLanprorp. So we will be prepared to discuss that. 

Mr. Kinpay. We certainly want what is necessary to accomplish 
that. If you have any suggested language, we will be glad to have 
it, as Mr. Williams stated, he would produce some for the insurance 
companies. 

Mr. Van Steenwyk. Thank you, sir. 

Our second comment is our figures do show, that is, our estimated 
costs do not include either the dependents of the Coast Guard, the 
Public Health Service, and the Coast and Geodetic Survey. 

Going now to the estimated first year annual cost, which includes 
administrative expense, you will note that we have specified the 
services provided. 

Hospital care for 365 days, with a $25 deductible, surgical care, 
including preoperative and postoperative, and the preoperative and 
postoperative care has been defined as 30 days prior to the operation 
and 30 days following discharge from hospital. 

Medical care related to hospitalization, that is, including all inhos- 
pital medical care. 

Obstetrical care, which I should say includes prenatal and postnatal 
care, that is pre for the period of pregnancy and post for 90 days. 

And diagnostic care incidental to hospitalization, which also is 
defined as 30 days prior to admission to the hospital. 

Now, going into the actual estimates, you will note that we have 
estimated cost on the basis of two specific alternative specifications. 

This gets to be somthing like a stripdown car deal, because all, I 
am sure, are thinking in terms of previous testimony. We are not 
talking about the some specification. 

Mr. Kitpay. Now, at this point I believe it would be well to include 
your table in the record at this point, so that your subsequent testi- 
mony will be with reference to that table. 

Mr. Van Steenwyk. Thank you, Mr. Chairman. 

Mr. Bianprorp. Would you give the reporter a copy of that? 
| Hands. } 

Mr. Van Steenwyk. The first basic assumption is that of the active 
servicemen dependents, spouses and children, as previously defined 
in the United States, 40 percent will use military. 

We have given the number of persons. And then as a separate 
alternative we have included and excluded home and office surgery. 

So you will note the number of persons is the 2,096,000, and includ- 
ing home and office surgery, the estimate is 53,800,000, and excluding 
it, “it is 53 200,000. 

Now, the next. general assumption that we have made: On the next 
three categories the spouse and children of retired and deceased serv- 
icemen, the parents and parents-in-law of active and retired service- 
men, and retired servicemen themselves, 100 percent of service will be 
provided in civilian facilities. That is in the first alternative. 

And the figures which are thus derived are, to the right, 23.1 million, 
11.8 million, and 17 million, including home and office, which brings 
the total cost on this basis—that is, the assumption of 100 percent of 
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these dependents being hospitalized in civilian facilities by civilian 
doctors—to $105,700,000. 

Now, as distinguished from that assumption 

Mr. Kitpay. You are going now to the alternate ¢ 

Mr. VAN STEENWYK. Yes. 

Mr. Kitpay. Before we go to that, may I ask that you give us some 
of your thinking, even for the purpose of this table, assuming 100 
percent of these people would go to civilian hospitals ¢ 

Does it indicate a fear on your part that they might ? 

Mr. Van Steenwyk. No, no, no. I would sa “his, Mr. Chairman : 
We were told by the Department of Defense po br all have been told, 
that it was assumed that 60 percent of the active men dependents 
were hospitalized in the military facilities. We never got any esti- 
mate as to these other categories, as to the number of persons who 
might be hospitalized in the military facilities. 

Mr. Buanprorp. I should explain Mr. Chairman, that I suggested 
to all of the insurance people that the 100 percent application factor 
that each of them have assumed on the basis of information from 
the Department of Defense was really quite an assumption on the part 
of the Department of Defense because I wasn’t satisfied in my own 
mind that 100 percent of all dependent parents, for example, would 
be covered by civilian facilities, and it made better sense to use some- 
thing a little more realistic. 

Mr. Kitpay. Well, I think we can go ahead. We have here the 
possible maximum. 

Mr. Van STEENWYK. Yes. 

Mr. Kiipay. And then a fair median. 

Mr. Van Sreenwyk. Yes. 

Mr. Kitpay. Go ahead. 

Mr. Van Sreenwyk. Now, the alternative suggestion which appears 
below assumes that 40 percent, again, of the active servicemen’s de- 
pendents will use military facilities and that 50 percent of the other 
three categories will use military facilities. 

Again, ‘the table proceeds to delineate number of persons in each 
category and costs. So that the anticipated costs for all dependents 
of active servicemen, including home and office surgery, is seen to be 

$53,800,000, as it is : above. 

But the spouses and children of retired and deceased servicemen 
figure, which was $23,100,000 above, is reduced then to $11,600,000 
because 50 percent of them are assumed to be using civilian and 50 
percent military facilities. 

This brings the $105,700,000 figure to $79,800,000, including home 
and office surgery, and $78, '800 ,000, excluding those two services. 

Mr. Buanprorp. You lose $100,000,000 someplace along the line, Mr. 
Van Steenwyk. 

Dr. Srusss. That is the risk. [Laughter. ] 

Mr. Van Steenwyk. We rounded it u 

No, in some instances we rounded down, but I would say in general 
we rounded up. 

So when you find these variations, they are merely statistical—they 
reflect the statistical method that was used. 

I saw no reference in the bill, and there has been no discussion in 


the previous hearings in which we participated on the dependents of 
deceased servicemen. 
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It will be noted that the dependents of retired and deceased service- 
men are a considerable number, almost half a million people, and a 
good portion of this bill is on account of those dependents. 

But bearing in mind our previous testimony, it seemed to me that 
the figures came out to what appeared to be within the limits of 
tolerance which the committee and its counsel have previously 
indicated. 

Mr. Kirpay. Mr. Blandford. 

Mr. Buanprorp. I would like to ask Dr. Stubbs a good medical 
question. 

What is the difference betwen maternity care and obstetrical care? 

Dr. Srupss. I don’t know that there is necessarily any, but this 
terminology conforms to that in the hospital. 

Mr. Bianprorp. I am just wondering if there was some 

Mr. Van Sreenwyk. As a nonmedical man, may I give you one 
of the trade considerations? 

Maternity generally relates to live babies, whereas obstetrical is a 
more inclusive term which includes all of the 

Mr. Buanprorp. In other words, to put it bluntly, you would cover 
all of the incidents of a miscarriage under obstetrical care. You 
might not be able to under maternity care; is that correct ? 

Mr. Van Sreenwyk. Well, I don’t think there would be any real 
problem there. But you would be clear if you said obstetrical. 

Mr. Ketrcuum. May I offer this, Mr. Counsel ? 

There is a Supreme Court opinion as to the use of “maternity,” 
which rules it out in those cases that do not result in a living child. 

Mr. Buanprorp. That do not result in a living child? 

Mr. Kercuum. Yes. I can’t tell you which State it is, offhand. 

Mr. Buanprorp. It is one of the words of art that I am not familiar 
with, and I was just wondering what your reasoning was. 

Now, you proposed what to me is a rather liberal change in the bill, 
and an interesting cost, and that is that you are willing to hospitalize 
tor each confinement in a hospital up to 365 days. 

Now, Mr. Bates raised the question earlier as to what you would do 
with a person at $25 charge. But you think that we can—what we 
are trying to cover here is 365 days for each admission. 

In other words, you are going to get around the problem of trying 
to determine whether the disability is the same on the second occasion 
as it was the first time by simply stating that you will guarantee up 
to 365 days of coverage every time a person is admitted to a hospital 
regardless of whether it is associated with a prior disability or not; 
is that correct ? 

Dr. Stupss. We had the feeling, in accordance with that the chair- 
man expressed earlier, that we wanted to put as much of this into the 
benefits and as little into administrative costs as possible, and it would 
be quite an administrative problem, with moving around and dealing 
with periods of 365 days, to insure that they all were related to a 
given diagnosis. 

There is a 600-page book on nomenclature of disease and almost any 
deviation on any page of it would be an excuse to shift it into another 
diagnosis anyway. 

Mr. BLAnpForp. I see. 

Well, I think it is a very sound suggestion, frankly, and as I say, a 
little bit—— 
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Mr. Van StTeEENWwYK. Well, among the examples which you asked 
for, which you did not receive—because the ones that you received are 
all from the Washington Blue Cross. But I picked up from our own 
records in Philadelphia a series of cases. And here is a woman who 
went to the hospital four times in the period April 1, 1954, through 
March 2, 1955. 

The first time she was admitted for a cerebral vascular spasm. 

The next two times she was admitted for hypertension. 

The third time she was admitted for cancer of the stomach. 

And the fourth time she was admitted for leukemia. 

You asked for some leukemia cases. 

Now, we have had experience in our own plans on this matter of 
making days available by disability. And it depends—a sick man is 
often sick all over. He has many things wrong with him. So that 
you merely engage in sematics if you think that you are going to be 
able to qualify each admission on account of the disorder. Because 
the physician is not being unfair or wrong because this man really 
does have many things wrong with him. 

So what you would be doing anyway would be providing this num- 
ber of days for this disability and that number of days for another 
disability. 

The one advantage—the only advantage that the 365-day limit, it 
seems to me, brings into the picture is that the serviceman who is 
mustered out has a known—that is, the Government has a known limit 
of liability for his dependents, after having been mustered out. That 
is for a case which is in the hospital at the time he is mustered out. 

Mr. BuanprorD. May I ask you this question, then: 

Do you believe that the bill with a few minor changes—and I think 
you have made some very constructive suggestions with regard to cer- 
tain language in the bill, do you believe, yourself, that it is entirely 
feasible and workable? 

Mr. Van Steenwyk. I do. 

Mr. Bianprorp. I have no further questions. 
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Mr. Kupay. Is there anything further ? 

Mr. Bennett. 

Mr. Bennett. This bill we have drawn here would eliminate so- 
called catastrophic conditions, I understand, and I just wondered if 
there was any statement you could make on that which would tell why 
that is necessary to eliminate such things as multiple sclerosis or polio 
that might go into a long period of time. 

Mr. VAN Sreenwyk. This does not eliminate those conditions. 

Mr. Bennett. It does not eliminate them / 

Mr. Buianprorp. It does, Mr. Bennett, to the extent that admission 
to the hospital might be for a longer period than 365 days. However, 
there is also a provision in the bill that permits, under regulations to 
be prescribed by the Secretary, the Government to assume the cost of 
the hospitalization beyond the period of 365 days or transfer of the 
individual to a service facility, recognizing that we may have in iso- 
lated instances cases of hospitalization such as polio or severe burns or 
something of that nature that may require an extensive period of hos- 
pitalization. 

The bill contains a provision allowing the Government to pick up 
the tab after the insurance has expired. 

Mr. Van Sreenwyk. The only conditions which are excluded are 
mental and nervous, and those only after a clear diagnosis. 

Mr. Bennerr. Well, chronic conditions are excluded, and I thought 
chronic would be multiple sclerosis er polio. 

Mr. Buanprorp. You are talking about now 

Mr. Bennerr. Page 20. 

Mr. Buanprorp. Yes; but you are talking about services in the 
Armed Forces medical facility as contrasted with what we might be 
able to extract from these people under an insurance program. 

Mr. Bennett. I understand. 

Mr. Kinpay. Any further questions? 

(No response. ) 

Mr. Kitpay. Gentlemen, we want to thank you, and the other group 
also. 

You have been most helpful. We started on this thing with very 
little information. You have both submitted information that will 
enable us to at least partially understand this problem. 

Mr. Van STEENWyYK. You are very generous, Mr. Chairman. Thank 
you. 

Mr. Kinpay. Tomorrow morning the full committee meets, so we 
cannot meet tomorrow morning. We will meet Wednesday morn- 
ing 

Mr. Buianprorp. The full committee is going to meet Wednesday 
morning. 

Mr. Kitpay. Wait a minute. The full committee has taken us up 
here. 

Mr. Bianprorp. I am afraid we will have to meet Thursday morn- 
ing. 

Mr. Bares. I don’t think you will have anybody here. 

(Mr. Blandford aside.) 

Mr. Kitpay. I want to state to anyone interested, and I want to 
particularly state to the military departments and the Surgeons Gen- 
eral: There have been some commitments made here by Captain Mar- 
tineau on the part of the departments. In the event of any misunder- 
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standing of interpretation, that we will be glad to have any of you 
give your views to Mr. Blandford and they will then be brought to 
the attention of the committee, That applies to anyone that has any- 
thing they want the committee to consider in connection with its execu- 
tive session. 

Our next session will be a short open session followed by an executive 
session and it will be at the call of the Chair, when we can work it in 
with the full committee, but just as quickly as possible. 

Thank you. 

(Whereupon, at 11:55 a. m., the subcommittee adjourned, to recon- 
vene at the call of the Chair. ) 


House or REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, SUBCOMMITTEE No. 2, 
Washington, D. C., Tuesday, February 7, 1956. 

The subcommittee met at 2 p. m., Hon. Paul J. Kilday (chairman 
of the subcommittee), presiding. 

Mr. Kiipay. The committee will be in order. 

We will proceed in open session. 

The Chair has received a letter signed by General Hays, or oe 
General of the Army; Admiral Hogan, Surgeon General of the Navy, 
and General Ogle, Surgeon General of the Air Force. I feel the 
question raised is one that we should consider in open session so that 
we will hear you, General Ogle. If you want to read the letter, I 
think that probably would be well. 

We will proceed in open session on this, and we will take whatever 
time is required to hear you fully, or any other questions that are 
involved, either from the departments or others with reference to 
the bill. We will take whatever time is required. 

General Ocie. Thank you, Mr. Chairman. This is a letter sub- 
mitted over the signatures of the Surgeons General of the three Armed 
Forces. 

We hoped that we would be able to comment on H. R. 7994 (coim- 
mittee print, February 4, 1956) during the hearings on this bill 
conducted by your subcommittee on February 6. As you know, how- 
ever, because of press of time we did not have an opportunity to be 
heard. We are submitting this statement of our views because you 
indicated yesterday that ‘the subcommittee desired to receive ‘the 
comments of any service representatives present who had not had an 
opportunity to testify on this bill in its present form. 

We are in complete ac ‘cord with the bill, as presently written, with 
the exception of one provision. We feel that the subcommittee has 
been wise in making the bill broad in nature. We agree wholeheartedly 
with the general principle followed in the bill of authorizing the 
Secretary ‘of Defense and the Secretary of Health, Edueation, and 
Welfare to determine the detailed implementation of the broad poli- 
cies contained in the bill. We feel that this legislative approach to 
the problem is essential in view of the lack of experience in this field. 

The particular provision of the bill which concerns us is subsection 
201 (b) which reads: 

The dependents of members of a uniformed service covered under this section 
may elect to receive medical care under the terms of this act in either the 
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facilities of a uniformed service or in the facilities provided under such insur- 
ance, medical service, or health plan, or plans, as may be provided. 

Subsection 201 (a) (6) of the bill provides that a dependent hos- 
pitalized in a civilian hospital will pay the first $25. This means 
that in practically all instances the Government will be paying by far 
the larger part of the dependent’s hospital bill. Yet under the terms 
of subsection 201 (b), the Government would completely surrender 
its rights to a voice in the determination of whether it would have 
been more economical and in the best interests of the Government to 
have required the individual to receive hospitalization in a facility 
of the uniformed services. In other words, this subsection leaves the 
determination of whether the Government will pay a particular 
civilian hospital bill entirely up to the individual dependent—who is 
neither employed by nor an agent of the Government. We feel that 
the Government is an interested party and should have a voice in this 
decision. If this determination rests entirely with the individual the 
Government will not be able to exercise necessary control over the 
expenditure of funds. 

We see inherent danger in subsection 201 (b) from another stand- 
point. As has been brought out in the hearings, it is essential that our 
medical officers be given the opportunity to treat women and children 
as well as adult males. This is essential for two reasons—first, to 
provide well-balanced practices which will be attractive to medical 
officers; and, second, in our teaching hospitals we must provide bal- 
anced training which will meet the standards established by the 
various civilian specialty boards. It is entirely possible under the 
present provisions of subsection 201 (b) that we would lose a consider- 
able portion of the dependent workload which currently enables us to 
satisfy these requirements. 

We wish to make it clear that we are not advocating any increase 
in the amount of family care presently being provided in service hos- 
pitals. Some of our facilities are already overburdened with this type 
of work and we are in favor of turning over a portion of this workload 
to civilian facilities. If the provisions of subsection 201 (b) become 
law, there is no assurance that dependents in adequate numbers to 
meet our need for varied types of clinical material would continue to 
seek admission in military facilities. 

Under subsection 201 (b) we do not see how we can properly plan 
the programs of our medical activities, or how we can determine 
proper staffs for our hospitals. We have been doing everything we 
can to improve utilization of professional personnel. If we cannot 
plan our workload, personnel utilization will suffer. 

If section 201 (b) were deleted, the Secretary of Defense, insofar 
as the Armed Forces are concerned, could then at his discretion work 
out with the individual services and with the insurance organizations 
a method of determining which individuals would receive care in 
Government facilities and which in civilian facilities. The Secretary 
might well give the right of election to the individual. If, after a fair 
trial this did not work satisfactorily, he could change it without going 
to Congress for an amendment to the law. 

We believe that our recommendation to delete this subsection is in 
consonance with the philosophy of the committee in its approach to 
this problem, namely, to delineate standards and broad policies but 
leave to the discretion of the Secretaries concerned the details of 
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implementation with full confidence that they will do their best to 
apply solutions which are fair both to the individual and to the Gov- 
ernment. 

We have no objection to the insertion of this statement in the 
record of the subcommittee’s hearing on H. R. 7994 should the sub- 
committee so desire. 

Mr. Kirpay. General, do you have any suggested language to be 
included in the bill? 

General Octr. There has been several paragraphs worked out as 
a suggested modification of that paragraph. I believe Mr. Bartimo 
has one. In my own case, I believe all that would be necessary—I 
mean, my own opinion, all that would be necessary for this committee 
to indicate that it was at least the intent of Congress, or the intent 
of this committee, that in the interests of economy and in the interests 
of maintaining adequate facilities within the medical services of the 
Armed Forces, that a maximum or perhaps optimum utilization of 
military medical facilities is desired. The rest of the testimony as 
I recall having been given here has indicated in several cases that 
the intent of this bill is to provide medical care for those not now 
receiving it. The insurance companies have been given data con- 
cerning those dependents eligible for care by the Department of 
Defense, and have done their estimating on the basis that they are 
preparing to care for 40 percent. 

I do not see how that 40 percent estimated dependent care require- 
ment can be maintained in view of the way the bill is written at 
present. In my opinion, the bill is slightly weighted both by testi- 
mony appearing in the development of the history of this legislation 
and by the writing of the bill, slightly weighted in favor of a depend- 
ent being hospitalized in a civilian hospital. 

Mr. Witson. Why do you feel it is weighted in favor of the 
civilian hospital ? 

GENERAL OciE. For example, when a person enters a hospital they 
do not know how long they are going to be in. They hope it is for 
2 days, or 1, or a week. 

Mr. Wirson. They know they are faced with a $25 charge. 

General Octr. They know they are faced with a $25 charge in a 
civilian hospital. They know if they are there 6 months that is all 
the charge. They know if they are there a year, that is all the charge. 
On the other hand, in a military hospital they know that they are 
going to be charged something for their rations. I think it proper 
that there should be because there is no appropriation for rations for 
civilians, that I know of. 

On the other hand, if they stay in the military hospital 10 days they 
will have run up a bill of close to $20. In addition to that, should 
that they should be because there is no appropriation for rations for 
equipment for them, or extra material of various kinds for them while 
they are in the military hospital, frequently they have to purchase 
that themselves. If they require the services of special nurses, and 
they are not readily available within the military personnel, they have 
to pay for that, themselves. 

I cite the example at the moment of one of my assistants whose 
wife is in Walter Reed Hospital having had some serious surgery 
done on last Friday. Her case was so serious that it was recom- 
mended, and he agreed to pay for special nurses around the clock. 
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He is doing that in addition to the rations charge; he is paying $45 a 
day for nurses. 

Mr. Kitpay. Mr. Hébert. 

Mr. Hérert. Would this solve your problem, reading the section, 
which would also retain in the bill this section, and yet, I think, would 
reconcile itself with your suggestion: 

The dependent members of the uniform services covered under this seetion may 
elect— 

and then insert the words— 

under prescribed regulations to receive medical care under the terms of this Act? 


General Oetr. Yes. That would leave it within the discretion of 
the Secretary of Defense, working in conjunction with the Secretary 
of Health, Education, and Welfare, to at least have an opportunity 
to prescribe some brakes to this. 

Mr. Heéserr. It would still indicate the individual is allowed a 
choice of hospitalization under the regulation ? 

Mr. Witson. Mr. Chairman, under the conditions you set forth, 
there wouldn’t be a choice, if the regulation said that the service facili- 
ties would have to be used to the fullest extent, for example. 

Mr. Héserr. It expresses the opinion of the committee in the lan- 
guage of the bill and still reconciles the objection of the Surgeons 
General. 

Mr. Kitpay. On that point, I would like to see the language that 
has been suggested by the Surgeons General. 

Mr. Hépsert. They knocked it out. 

Mr. Buanprorp. They remove the section. They also have other 
language. 

Mr. Chairman, may I suggest the possibility of language of this 
nature; to accomplish to a limited extent what General Ogle is heading 
for, and I think there is merit in the position General Ogle is taking 
when you stop and think that an individual might be residing on a 
military post or installation, and still with that big $5 million hospital 
sitting there the individual might like to go out to a civilian hospital. 
After all, the Government is footing the bill. If they don’t use that 
Government hospital then that doesn’t make economic sense. 

This is the type of language I would like to throw in for discussion, 
if I may, at this moment. Add after the language 





As may be provided, except in areas where dependents are residing on posts 
or installations of the uniformed services and medical facilities are available on 
such posts or installations to provide adequate medical care for such dependents. 

Mr. Rivers. You don’t have to say that. All you have to say is 
except in such areas where adequate military facilities are available. 

General Octe. I like that. 

Mr. Rivers. I tried to attack this, Mr. Chairman, by putting in a 
percentage of physicians, raise the percentage of physicians across 
the board in the services to insure that we had sufficient help in hos- 
pitals, but we decided we will have to have that in the other bill. I 
believe if you put it in areas 

Mr. BianpForp. If you put it in areas you might as well repeal it 
for practical purposes. For example, here we are in the Washington 
area. You have a hundred thousand people here. They could ex- 
clude every dependent from using a civilian facility. 





Mr. Rivers. No, sir. Take, for instance, the thing we are trying 
to do is help the people where there is no hospitalization. 

Mr. Bianprorp. The point I am making is the point I think Gen- 
eral Ogle is making, and I think there is merit in all positions because 
you are faced with a complicated situation. 

It does seem a little bit silly, for example, for a big installation— 
take the one at Quantico, it is a little silly to say that those people 
‘an come to W ashington and use civilian facilities when they have a 

big hospital in Quantico. When you use the word “near,” unless you 
say “within 500 miles, 5 miles, 582 feet,” or spell it out, you could cover 
the entire United States, because the word “near” is subject to what- 
ever any Secretary may say “near” is. 

Mr. Héperr. Take Quantico. Many dependents live off the reserva- 
tion. 

Mr. Bianprorp. They should be allowed civilian facilities. 

Mr. Rivers. No, sir. You take that hospital down at Buford, S. C. 
We have got a $12 million hospital that sets out between Parris Isl: ind 
and Buford. That could handle all the retired people in the Buford 
area, all on Parris Island, all in the new airbase there. That is an 
area. You have seen that. 

Mr. Buanprorp. I have seen the area. My point is, if you are going 
to make those people in that area go to that hospital and find out first 
whether they have a ruptured appendix, whether there is space avail- 
able in that facility before they go to a civilian facility, then you are 
not fully accomplishing what I believe you are trying to accomplish 
in this bill. 

Mr. Kiripay. May I suggest that the purpose of the open hearing 
is to have this matter fully discussed on the record, and the decision 
is going to have to come later in executive session when we come to 
writing the bill. 

I do want to encour age you to develop the entire matter while we 
are in open session. I do want to say this as to what the purpose 
of the bill is, my conception of it: Is that the purpose of the bill is 
to assure medical care for-dependents. 

Mr. Rivers. That is right. 

Mr. Kinpay. Not 40 percent who are not now getting it, or any 
other percent, but to assure medical care for dependents, so that 
when we come to a restriction about using the service facilities we 
must not get it so tightly drawn as to lose sight of the fact that 
medical care for dependents in a service facility now and under the 
provisions of the bill is on a space and facilities available basis, so 
no matter how extensive your hospital may be, if that individual is 
not taken in and given the care it is of no use for him. When we 
try to nail this down in language otherwise comparable to what Mr. 
Blandford has suggested, we have got to still have it; no matter how 
big the hospital is on the base, and people are living on the base, if 
they are not taken in and given the care they still come under the 
provisions of this bill. 

Do you agree with that? 

General Ocre. Yes, sir. [I am very much in favor of the dependent 
receiving care which is adequate. I can readily conceive of a situation 
where the hospital is very fine and perhaps the service not still be 
available. He then should be given the opportunity of going into a 
civilian facility or to a place where medical care is avail: ible. 








9816 


I feel that your statement is the crux of the whole matter, that 
the purpose and intent of the bill is to provide care for the families 
of military personnel for whom such care is not now available. 

Mr. Kitpay. For any reason, whether they live too far, the hospital] 
too crowded, or the facilities too full. 

General Oeie. If we had a provision of crystallizing such an intent, 
am sure it would be quite appropriate and quite acceptable. 

Mr. Rivers. Let us hear his proposal, Mr. Chairman. 

Mr. Bartimo. This einondt bohiove, Mr. Chairman, would fulfill 
what I have heard the committee express as their intent. 

Beginning on page 22, line 8, it would read as follows: What I am 
going to do is insert for the first clause in line 8, up to the word “may” 
in line 9, and pick it up from there. It would mall as follows: 

Subject to joint regulations of the Secretary of Defense, and the Secretary 


of Health, Education, and Welfare, the dependents of members of a uniformed 
service covered under this section may be authorized to elect— 


and then you would pick up the rest of the language— 


to elect to receive medical care under the terms of this Act in either the facilities 
of a uniformed service or in the facilities provided for under such insurance, 
medical service, or health plan or plans as may be provided. 

Mr. Héserr. That is the same thing I suggested. 

Mr. Barrimo. Yes, sir. 

Mr. Rivers. Read that thing again. 

Mr. Barrio. Yes, sir. 


cee 


Subject to the joint regulations of the Secretary of Defense and the Secretary 
of Health, Education, and Welfare, the dependents of members of a uniformed 
service covered under this section may be authorized to elect to receive medical 
care under the terms of this Act in either the facilities of a uniformed service. 
or in the facilities provided for under such insurance, medical service, or health 
plan or plans as may be provided. 

Mr. Wirson. You might as well cross out the words “to elect.” You 
just say “authorized to receive,” when you say authorized, because you 
are taking any election out of it. 

Mr. Bartimo. If I may address myself to that point, there may be a 
broad regulation which would say that all people 50 miles away from a 
uniform medical facility may elect without any restriction whatsoever. 
In other words, this would take care of the Pikes Peak case, where 
there is no military facility. 

Mr. Bennerr. It seems to me that offers too much promise to the 
dependent. They will feel they—— 

Mr. Rivers. I agree with you. We shouldn’t write a law here that 
is going to gut our military hospitals. I surely won’t do that. 

Mr. Kitpay. Weare not going todothat. Imight say, incidentally, 
we have a statement to put inthe record today, which states the doctors 
are fearful the military hospitals will get it all. 

Mr. Rivers. That is right. 

Mr. Kitpay. Maybe they are fearful we haven't got it in proper 
shape as it is. 

Mr. Heéserr. Mr. Chairman, the services themselves have come in 
here urging adequate medical care for dependents, and the expansion 
of the field. Now, certainly we cannot believe for a minute that the 
military services in the several branches themselves would curtail or 
do something to harm the very thing they advocate. Why not give 

















them the opportunity to make the regulations as suggested. I am 
persuaded they would have something very much in their favor. _ 

Mr. Kitpay. The point is if we are going to have to write provisions 
we have got to be careful we write such rules to accomplish our purpose 
of furnishing adequate medical care for dependents. 

Mr. Héserr. We will write the regulations, but certainly the mili- 
tary themselves are most anxious to give that dependent adequate 
opportunity. 

Mr. Kinpay. While we are in open session, are there other questions 
of General Ogle? 

Does the task force want to be heard? 

Captain Martineau. At your convenience, Mr. Chairman, I would 
like to make a short statement. 

Mr. Kinpay. If there is nothing further of General Ogle, we will 
hear you now. 

Thank you, General. 

General Oete. Thank you, sir. 

Captain Martineau. Mr. Chairman, since our meeting yesterday all 
of us have been giving considerable thought to the new bill, and I 
would like to offer these remarks for the sole purpose of offering infor- 
mation that may be of help to the committee in arriving at its final 
decision. 

We have addressed ourself in this problem of medical care of depend- 
ents first to certain assumptions. We have said that according to our 
estimates 60 percent of the dependents are being cared for in military 
hospitals, presumably on a capacity basis, and that 40 percent of them 
for one reason or another are not getting the care, and all of us are 
concerned about giving all of our dependents adequate care. That is 
the purpose of the bill. 

The imsurance companies and the Blue Cross have come in here 
and testified before the committee and submitted several plans, and 
they have worked a great deal on this problem, and they have ad- 
dressed themselves to this 40 percent who are not getting care today. 
Their cost estimates are based upon that. They assume that the mili- 
tary hospitals are going to continue to take care of 60 percent, and 
they have given certain cost estimates that are based upon 40 percent. 

Now. under the provisions of the bill as now written, there is no 
control in there whatsoever, and instead of the 40 percent who are 
not getting care now coming into the civilian facilities, there is noth- 
ing to prevent that 40 percent becoming 80 percent, and thus doubling 
the load in civilian hospitals, regardless of the fact that it may at 
the same time leave unused similar facilities in a military hospital. 

Now, there is also this fear that I have, and I think it may be shared 
by others, that if a bill of this nature were enacted, that there would 
be pressures brought to bear on reducing the military medical budget 
and reducing our facilities because provision has been made for caring 
for our dependents in civilian hospitals under an insurance program. 
That is what we are fearful of, because we need these facilities today 
for our military security, not just for caring for dependents, and in 
those facilities they must necessarily exist on a basis where some of 
them are not being used all the time, on a standby basis, as it were, 


and that is where we put the dependents, on a space and facilities 
available basis. 
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Mr. Rivers. What have you got in mind to prevent that, Captain ¢ 
What language do you suggest be provided to assure that the mili- 
tary hospitals aren’t gutted by some plum dangling in front of these 
people if you give them this alternative? _ ; 

Captain Marrneav. Well, sir, 1 would like to answer that question 
this way, Mr. Rivers. 

I think I realize some of the problems that are involved here, and I 
realize the importance of this free choice principle, and I have some 
comprehension of the difficulties that would arise if we attempted to 
regulate it. 

I feel, myself, that it is the will of your committee, Mr. Chairman, 
that the military facilities be probably utilized, in addition to pro- 
viding the authorization of the use of civilian facilities, and I am 
wondering now if it might be a help, and perhaps an ultimate solution, 
if the committee—if the Congress were simply to express at this time. 
as a part of its will, that the existing. military medical facilities be 
fully utilized to convey the idea that they are not to be cut, simply 
because authorization exists, to provide for this dependent care in 
civilian facilities, and then with that, merely that expression of pur- 
pose, let it go on a free choice basis, and see how it operates for a year, 
because this is an entirely new field for all of us. 

Mr. Rivers. Mr. Chairman, we have this: We have 3 or 4 or 5 years 
history of what the Rusk committee can do. I want to attack this 
thing to keep our hospitals from being gutted. Percentagewise, Russ 
convinced me that comes in the bill that follows this. I don’t want 
to give that Rusk committee, or whatever the name you call it, un- 
limited authority to gut our military. 

Mr. Wirson. Mr. Chairman. 

Mr. Kitpay. Mr. Wilson. 

Mr. Wirson. What we seem to be saying here is in effect that the 
service facilities cannot compete with civilian facilities, and I don’t 
think it is true. I think you are going to see a changed attitude on 
the part of service facilities towards these dependents. We are going 
to clearly establish for the first time in law that the dependent is 
entitled to medical care, and that hasn’t been the case. I know from 
personal experience that there has been many instances when they 
have been given medical treatment only because a commander wanted 
them to have it, completely at his own discretion. That attitude is 
going to be changed under this bill, and the service facilities will in 
effect be competing to see that dependents are given the best possible 
sare. The one who is going to derive the most benefit from it is the 
dependent. I am glad to see this competitive situation develop, 
personally. 

Mr. Kitpay. Captain Martineau, the language that you suggested, 
did you mean to include it in the bill or in the record ? 

Captain Martineau. My thought, Mr. Chairman, was for the com- 
mittee to consider expressing it as part of the purpose of the bill, 
that the existing military facilities be efficiently utilized. 

Mr. Kirpay. In the declaration of policy ? 

Captain Martrneav. In the declaration of policy. Then my thought 
is, let it stand that way for the time being, and then at the end of 
a year or so, when we have had a chance to see how this thing is going 
to operate, maybe it will operate the way everybody hopes it will, and 
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that the proportions will go to the military hospitals and the surplus 
and some others go to the civilian hospitals—the ideal solution, but 
if it doesn’t and if Congress sees at that time that they are having 
to provide a military medical facility and keep it unused, while, on 
the other hand, they are paying for a service in a civilian facility, 
then on the basis of that experience the Congress might see fit to 
provide for a greater degree of control. 

Mr. Kuwpay. Mr. Bates. 

Mr. Bares. Mr. Chairman, on the captain’s point, there has been 
one thing that you personally have reiterated here time and time 
again, and that is the question of not giving something now which 
later on you might have to take away, so if they had this freedom 
of choice “during { the first year, and thereafter were restricted, I think 
it would fall in such category as the chairman mentioned. 

Now, I wonder, Captain, on the utilization of military hospitals, 
the 60 percent, are they at that rate absorbing all of the dependents 
that they can? Is that the optimum figure / 

Captain Martineau. I think I am safe in saying, Mr. Bates, that 
all of the major military medical facilities are practically to the 
maximum now on the care of dependents. 

Mr. Bares. Then that answers itself. The group can only go in 
one direction, and that will be out of the military hospitals and into 
civilian hospitals. They cannot go the other way. 

Captain Martineau. We don’t want them to. 
Mr. Bates. If they are operating at maximum capacity today, is 
th: ri; the situation ? 
Captain Martineau. That is the situation. 
~ Barrs. There is only one direction they can go if they go at all. 
Captain Martineau. We don’t know how many are going to go. 

Mr. Bares. I think we should be careful about giving them freedom 
of choice at this time, if later on we find we must restrict it, because 
we have given them PX’s before, took them away temporarily, and 
you know what happened. 

Captain Martineau. That is right, sir. 

I would like to elaborate a second on a point that General Ogle 
made. The average serviceman is going to os at this in this man- 
ner: First, he is going to welcome it greatly because it is going to 
benefit him tremendously, and when it comes time for his wife or 
child to go to the hospital he is going to look at this thing from a 
personal standpoint, and other things being equal he is going to look 
at it from a financial standpoint. 

Now, he knows that if his wife is going into the hospital for what 
he hopes will be a minor ailment, or disability, and she is going only 
to stay 5 or 6 days, then he knows he has to pay $1.75 a day. and it 
will be a little bit less than the flat $25 he is going to pay in the 
civilian facility. On the other hand, if his wife or member of his 

family is faced with a serious unknown ailment, a threatened cancer, 

polio condition, he doesn’t know how long that period of hospitaliza- 
tion is going tobe. If that period of hospitaliz: ution under the present 
provisions is any longer than 2 weeks he is going to lose money by 
going to the military ‘facility, and if it is a longer period, the 3, 4, 5 
months that General Ogle mentioned, it is going to make a big 
clifference. 
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Mr. Bianprorp. Mr. Chairman, may I ask Captain Martineau 
some questions ? 

Mr. Kitoay. Mr. Blandford. 

Mr. Buanprorp. To begin with, Captain, in the area where there 
are medical facilities available, where do you suppose the dependent 
who has a sore throat is going to start? 

Captain Martineau. The service dispensary. 

Mr. Buanprorp. If that sore throat is in an infectious state, where 
do you suppose that the doctor in that dispensary is going to send 
that patient ? 

Captain Martineau. The chances are that that doctor is going to 
recommend a service hospital. 

Mr. Bianprorp. He is going to make the arrangements if it is 
serious enough for admission right then and there; isn’t he? 

Captain Martineau. In that type of a case. 

Mr. Bianprorp. And the reason I am asking the question is, be- 
cause in all this talk about which way this bill is slanted, when we 
provided in this bill minimum medical care, and we did not provide 
as a minimum, outpatient care, that in my opinion put all of the 
dependents who are in areas where there are military facilities at the 
tender mercies, and I use that word not in a derogatory sense, of 
military physicians, because your dependent, being human, is going 
to go to the dispensary first of all. That is going to be true of 98 per- 
cent of your cases. 

Now, in the one area where you will probably have a choice of 
election, which will really constitute an election, will be in that case 
where a woman goes to a dispensary and the doctor tells her that she 
is pregnant; that that point women being what they are, and this 
committee having been told enough times as to what women are 
going to do, she is probably going to go and look for her own doctor 
simply because she doesn’t want 15 different doctors looking at her 
during her pregnancy period and ending up with yet another doctor 
delivering the baby. That is quite possible. That is no reflection 
on military medicine. That is the system under which you operate. 

Do you not agree that all this fear about the bill being weighted in 
favor of civilian facilities overlooks the fact that, from a psychological 
viewpoint, 98 percent of these dependents who are in areas where 
there are military facilities are going to first come in contact with a 
doctor of the uniformed services, and that he is going to have basically 
the control over that dependent at that point? 

Captain Martineau. Mr. Blandford, I would like to attempt to 
answer your question in this way: First, I would like to say that 
I agree with you entirely in the type of case that you have mentioned, 
and I would like to also make it clear to the committee that I don’t 
think the bill is weighted one way or the other. I think this com- 
mittee has done a tremendous job in struggling with a most difficult 
problem, but I would like to mention another type of case: This same 
woman goes to the dispensary. She has an ailment, and the service 
doctor diagnoses that, let us say, as cancer. She is not ready to act on 
that, and so she says “Thank you very much,” and she tries a civilian 
doctor. She will try another diagnosis. She may want 2 or 3. 
Finally, she is convinced that something has to be done about it, and 
she is told that it is going to be a long period of hospitalization. I 
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don’t think there is any question of where that woman is going to go, 
just from a pocketbook standpoint, other things being equal. 

Mr. BuanpForp. That is the catastrophic illness we are protecting 
in this bill. She is going to the civilian facility where she will get 
semiprivate facilities. 

Captain Martineau. The service facilities cannot only take care of 
the sore throats, strep throats, and so forth. They must also have a 
share of this major medical care. 

Mr. Bianprorp. I couldn’t agree with you more. While it will be 
very desirable from the studies I have made that a lot of the obstetrical 
care be shifted to the civilian hospitals, I at the same time believe they 
must retain a certain portion. 

Mr. Rivers. Let me say this, Mr. Chairman: When Mr. Bates was 
talking to you awhile ago, Captain Martineau, I understood you to 
say you provide roughly an optimum in service now in the military 
hospitals. In fact, are you rendering an optimum service when your 
percentage of physicians has been cut by somebody in the Department 
of Defense / 

Captain Martineav. I don’t think I used the word “optimum.” I 
used the word “maximum.” I agree with you that under present 
conditions the facilities are overcrowded to the point where it isn’t 
“optimum.” 

Mr. Rivers. Yet they are overcrowded because you don’t have the 
physicians. You could grant more service if you had more physicians. 

Captain Martineau. No question about that. This crisis really 
started, speaking of the Navy, for instance 

Mr. Rivers. Take Norfolk, for instance. 

Captain Marrineav. When we had a big reduction in physicians 
when this ratio first came in. All of the medical services faced an 
<—e in them. 

Mr. Rivers. On that Rusk committee where the gutting goes on as 
far as the number of available physicians is concerned, we don’t have 
representation by the Surgeons General. I don’t think you do. Do 
youf The Surgeons General don’t have membership there. There 
is nobody to speak for them as to what they need. Somebody asks 
them, and they say “It is what is left.” That is what we run up 
against. 

I want to be sure whatever we do in this bill by way of providing 
facilities similar provisions will be made in the next bill providing 
for personnel. 

Mr. Kitpay. Mr. Bates. 

Mr. Bares. Captain, I don’t see how we could logically have a de- 
pendent go to a military doctor and have him make the determination 
as to where the patient should go and charge one $25, and the other 
some different kind of a rate. It seems to me if you had the same rate 
regardless of where they go it would iron out a lot of these problems 
we are mentioning at the moment. 

Captain Martineav. It would certainly be a help in the type of case 
we have been talking about here. 

Mr. Kitpay. Except you then get into the area of a bill we are 
going to give people something, it turns out we are taking it away 
from them. It destroys the whole morale factor. Are we justified 
in spending something like $76 million, other than to make ourselves 
more attractive? 











5822 


Let us get the testimony all in. Is there anything else? The wit- 
nesses are here. Does anyone else have anything to say? Does any- 
body else want to be heard ? 

Mr. Bianprorp. Mr. Chairman, in open session may I put in the 
statement of the Jewish War Veterans and the statement of Dr. 
Ramsey in the record ¢ 

Mr. Kitpay. They will be received. 

(The material referred to is as follows :) 


WASHINGTON, D. C., February 6, 1956. 
Hon. Paut J. Kivpay, 
Chairman, Kilday Subcommittee, Armed Services Committee, 
House of Representatives, Washington, D. C. 


My DEar Mr. Ki_pay: I have the honor to submit herewith for the record a 
statement representing the point of view of the American Academy of Obstetrics 
and Gynecology regarding H. R. 7994, a bill to provide medical care for the 
dependents of members of the uniformed services of the United States. 

Very respectfully yours, 
HERBERT P. RAMSEY, 
Chairman, Committee on Legislation, American Academy of Obstetrics 
and Gynecology. 

Gentlemen of the subcommittee, my name is Herbert P. Ramsey, gynecologist, 
in practice in Washington, D. C. I am here because I am chairman of the 
committee on legislation of the American Academy of Obstetrics and Gynecology, 
the laregst organization of obstetricians in the world. It has approximately 
3,400 member obstetricians in every State and Territory. 

Our organization comprises nearly all of the specialists in this field of pro- 
fessional activity. Hence it must interest itself in legislation which may have 
an impact upon the quality of medical care within its field of interest. If the 
bill before the subcommittee or a similar bill, be enacted into law, the resources 
of our organizations will be made available to the respective departments 
of the Federal Government to assist in drawing up wise regulations thereunder. 

I should apologize for appearing this late in your deliberations, but preoccupa- 
tion with professional duties has prevented keeping track of legislation. 

At the stage of legislative consideration, however, we support the intention 
of the subcommittee that no provision of the bill be so drawn as to promote or 
even continue present practices which might afford less than the best in obstetri- 
cal care for the wi es of our servicemen and their newborn babies. 

The important factor of confidence between the pregnant woman and her 
accoucheur is difficult if not impossible to accomplish in military medical in- 
stallations. This should weight the scales in favor of providing this care by 
civilian means wherever possible. 

Military hospitals are not subject to civilian-hospital regulations designed to 
guarantee high standards of care. As an example, civilian hospitals in the 
District of Columbia are required to limit nurseries for the newborn to a maxi- 
mum of 12 babies each, but these regulations cannot be enforced in military hos- 
pitals in the District of Columbia. In the summer of 1954 while visiting the San 
Diego Naval Hospital I saw little babies in bassinets hung one against ancther 
on a rod on the nursery wall to the number of 30 or 40 in violation of all 
sanitary and epidemiological principles. Your legislation should discourage this 
sort of thing. 

The practice of discharging maternity patients from zero to 3 days after 
delivery in military hospitals for reasons of economy or overcrowding ought 
likewise to be discouraged. This appears to happen without regard to its 
impact on the future health of the patient or her offspring. 

Your provision of authority for determination of hospital capacity by the 
commanding officer is a wise one. 

This could well be coupled, however, with a determination not to engage in 
military capital construction for the expansion of the dependent-care activity 
except in overseas posts and continental posts isolated from access to civilian 
care. 

This might well be joined with a determination not to draft physicians to take 
care of the same patients they care for in civilian capacity. 

Any exclusions the act might contain as to services not provided under this 
bill should be mandatory in the act and not left discretionary with the secre- 
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taries of the executive departments involved. If experience should dictate 
the need for such discretion, it niay well be added by amendment at a later 
time. 
On behalf of the academy, I thank you for the opportunity of presenting this 

statement. 

Very respectfully yours, 

HERBERT P. RAMSEY, 
Chairman, Committee on Lenislation, American Academy of Obstetrics 
and Gynecology. 





JEWISH WAR VETERANS OF THE UNITED STATES OF AMERICA, 
Washington 9, D. C., February 7, 1956. 
Hon. Paut J. KILDAy, 
Chairman, Subcommittee No. 4, 
Armed Services Committee, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN Ki_Day: Due to the crowded schedule which you had 
on H. R. 7994, it was not possible for me to appear in person to testify before 
your committee. I hope that the enclosed statement may be included in the 
record of your subcommittee hearings or in such further hearings as you may 
hold on this subject after your subcommittee has reported the greatly improved 
bill which I am confident it will write. 

With all good wishes, 

Cordially yours, 
BERNARD WEITZER, 
National Legislative Director. 


STATEMENT BY BERNARD WEITZER, NATIONAL LEGISLATIVE DIRECTOR, JEWISH WAR 
VETERANS OF THE UNITED STATES OF AMERICA, FOR THE House COMMITTEE ON 
ARMED SERVICES, H. R. 7994 


In consideration of H. R. 7994, the Jewish War Veterans of the United States 
of America are primarily concerned with the fundamental objectives of the 
bill. At our 60th annual national convention held in Miami Beach, Fla., 
October 24-30, 1955, we passed resolutions dealing with legislation within the 
scope of this committee, the objective of which was to improve the morale of 
the members of the Armed Forces and thereby to attract recruits more readily 
and to improve the reenlistment rate. 

Your committee, through your amendments to the career incentive pay bill 
has already taken important, helpful steps toward such objectives. H. R. 7994, 
which aims at improved medical care for dependents, is a most important 
factor in making enlistment more attractive and reenlistment more likely. 

We recognize that medical care for the members of the Armed Forces and 
their dependents has long been an established practice. This benefit is termed 
in the business world a “fringe benefit.” It is a fringe benefit which has 
become, in recent years, an important one among business organizations of all 
kinds to attract desirable employees, to increase the loyalty and stability of 
employees and to insure a friendlier relationship between employees and man- 
agement. Thus the business world has recognized what has long been an 
established practice in the Armed Forces as a profitable procedure, a help to 
the profit-and-loss statement. 

The increase in the size of our Armed Forces in this era as compared to the 
size of our Armed Forces between World War I and II has made more difficult 
the problem of giving adequate medical care to dependents and, of course, 
it has ballooned the cost of rendering such adequate medical care. 

It is only natural that such costs become a major factor in preparing the 
national budget. It is proverbial that budget makers tend to hold the dollar 
close to the eye. In consequence, they may well overlook the beneficial results 
which the expenditures on medical care for dependents produce. It is scarcely 
necessary to remind your committee that as you increase the attractiveness of 
career service in the armed services, recruitment costs decrease and as the reen- 
listment rate goes up, recruitment needs go down. From that standpoint, the 
money spent is likely to produce an overall saving in the budget. 

Another factor to consider is that the more complex military equipment we 
now use requires better trained and more experienced personnel. And also the 
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larger numbers of personnel puts our Armed Forces into competition for man- 
power with a wider range of jobs and professions in our civilian economy. The 
costs of training a military man have gone up tremendously, and consequently 
each individual who has gone through such training represents a sizable invest- 
ment which is well worth conserving. This investment grows in value with 
each reenlistment. 

At the same time, the reenlistments of men in their middle twenties produce 
Armed Forces with considerable number of married men with families. To hold 
such men, the sense of security and satisfaction of the man and his family makes 
proper medical care a greater necessity than ever before. This is important 
when a man is living at or near a military installation with his family, and 
even more important when his military assignment separates him from his 
family. 

It is a certainty that the individual who is confident that his family will at 
all times get proper medical care will be a more effective military man and thus 
will contribute greatly to our national-defense effort. 

Probably the best way to assure adequate medical care for dependents would 
be for the doctors in the Armed Forces to render the medical service. We recog- 
nize that this is not feasible or practicable for a number of reasons. But in 
whatever fashion it may be decided to perform the needed medical services, by 
medical insurance policies or contracts, or any other method which may be 
devised, we urge that no part of the cost of such contracts except possibly sub- 
sistence charges in the hospitals should be paid by the serviceman. No matter 
how inclusive such medical contracts or insurance policies may be, many misun- 
derstandings regarding coverage are bound to arise, some justified and some 
unjustified. As a consequence, you will have a dissatisfied dependent and a 
dissatistied serviceman. Any lost reenlistment will represent a cost far out- 
weighing the premium deducted from the serviceman’s pay. In addition, the 
cost of the accounting involved may well be greater than the reimbursement 
regained from service-pay deductions. 

On behalf of the Jewish War Veterans of the United States of America, 
I respectfully urge that you pass a bill which is focused on the fundamental 
obiectives of more enlistments and reenlistments through adequate medical care 
for dependents rather than cloud the issue by trying to cut a few dollars from 
the cost of national defense. 


Mr. Buanprorp. Dr. Ramsey is chairman of the committee on legis- 
lation of the American Academy of Obstetrics and Gynecology. 

Mr. Bares. Mr. Chairman, I would like to say that comment I just 
made a few moments ago, that you could set up a program to continue 
the present one so much a day, until it reached the maximum of $25. 
and then let it ride as it does in the civilian hospitals. 

Mr. Kixpay. Is there anything further ? 

If not, we will go into executive session. 

Thank you, gentlemen. 

(Whereupon, at 2:48 p. m., the subcommittee proceeded into execu- 
tive session. ) 
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[No. 54] 


SUBCOMMITTEE REPORTS TO FULL COMMITTEE ON H. R. 2111, 
H. R. 8107, AND H. R. 2108 


Houser or REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
Washington, D. C., Wednesday, February 8, 1956. 

The committee met at 11:20 a. m., Hon. Carl Vinson (chairman) 
presiding. 

The CHarrman. Now, members of the committee, we have some very 
important matters here. We must finish these to get to the floor 
at 10 minutes to 12, as we have a bill coming up. 

Now, Mr. Brooks has some bills that he wants to submit. 

Mr. Brooks. Mr. Chairman, the first bill is H. R. 2111. 

The Cuarrman. Everybody please be in order. 
tant legislation. 

Mr. Brooxs. The purpose of H. R. 2111 is to stabilize the pro- 
cedure for the publication of the Army Register, the Navy Register, 
and the Air Force Register. The Army and Navy Registers are men- 
tioned in various laws, portions of laws and resolutions dating back 
as far as the year 1812. The only legal basis for the publication of 
the Air Force Register is an assumption that the laws relating to the 
Army Register are applicable to the Air Force and the references in 
Public Law 810, which require certain information to be published 
in the Air Force Register. 

The proposed legislation would repeal miscellaneous statutes re- 
lating to the contents of the various registers and have one pro- 
visional law uniformly applicable to all of the armed services. 

The subcommittee amended the bill as follows: 

On page 1, line 3 and line 4, delete the following language: “with 
the approval of the Secretary of Defense”. 

Also amend the title of the bill to read as follows: 

A bill to authorize the Secretaries of the Army, Navy, and Air 
to be published official registers for their respective services. 

Those are minor amendments. 

Mr. Suort. That is to relieve the Secretary of Defense of a lot of 
minor detail? 


Mr. Brooxs. And permit the authority to go back to the Secretaries 
of the services. 

The Crarrman. We all understand what the Register is. It gives 
a little history about the individuals, somewhat simil: ar to the C on- 
gressional Directory, but not quite so confusing. 

Mr. Brooxs. Mr. Chairman, this has gone through the House 
twice by unanimous consent, but.the Senate has never taken action on 
it. It is necessary for us to take action. 


71066—56—No. 54 (2825) 


This is very impor- 


Force to cause 








5826 a 


The CuarrmMan. Without objection, the bill will be reported as 
amended. 

Mr. Brooks, report the bill. 

Now, Mr. Brooks, may I suggest to you-—— 

Mr. Brooks. Yes. 

The Cuarman. Take up your bill in regard to pay for the reserv- 
ists, the first one. 

Mr. Brooxs. That is the next one I am going to call. H. R. 8107. 
It is reported by Subcommittee No. 1 favorably. 

This bill simply provides for the equalization of the pay of 6-month 
trainees who volunteer for this program under the provisions of the 
Reserve Forces Act of 1955. 

A subcommittee amendment would make the bill retroactive to 
August 9, 1955, which is the effective date of the Reserve Forces Act. 

Under the provisions of the Reserve Forces Act an enlistee for 6 
months training program as a reservist in one of the military services 
is entitled to $50 per month pay. 

On the other hand, a National Guardsman who enters the National 
Guard as an E-1, when he enters active duty under the 6-month pro- 
gram, he receives $78 per month. That is in contrast to the $50 
which the reservist receives. 

By repealing section 262 (d) of the Reserve Forces Act, this bill 
would repeal the special pay provision for reservists and allow them 
the pay of an E-1 while in the 6-month training program, thus equal- 
izing their pay with the pay of other trainees such as a National 
Guard man. 

The Department of Defense and the Bureau of the Budget favor 
the enactment of the bill. 

The cost of the bill, including the retroactive provisions, will be 
$2,900,000 for the fiscal year 1956. 

May I add just one more word in reference to this matter? 

I received a report yesterday from the Department of Defense to 
say that in the Reserve program each week the number of recruit- 
ments enlisting is stepping up about 150 a week. Last week we 
recruited 1,180 reservists in our program. 

This week, this current week, they are assured that they will be well 
over 1,200, perhaps 1,300, and each week the program has been looking 
better to me. 

The Cuarman. I think, members of the committee, that the com- 
mittee would be warranted in equalizing the pay of the 6-month 
trainee to make it the same as that of the lowest grade in the Army. 

It is $50 under the law we passed last year 

Mr. Suorr. It is all the same training, isn’t it ? 

The CuHatrMAn. Yes, sir. 

Wait, let me get through. It was $50 in the bill last year and now 
this would make it $78, I think. 

Mr. Brooks. That is right. 

Mr. Rivers. Could I ask 

The Cuairman. Wait 1 minute. We will all get around to you. 

I do not think the committee would be warranted in making it 
Be slot e. No pay bill that I ever heard of has been rtroactive. 
So I hope the committee will approve the bill by leaving out the sub- 
committee amendment to make it retroactive. It will cause a con- 
siderable amount of trouble. There are only about 1,700 men as of 
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December 30, 1955, that would get the benefit of it. Pay bills start 
from the date of the enactment, a new rate of pay, and at no time 
have we ever gone back with a retroactive payment on a pay bill. 

So I hope Mr. Brooks will agree to take out the retroactive phase 
and let us make it equal for the reservists for 6 months, the same as 
a National Guard man or an enlisted man, and commence from the 
date of the enactment. 

Mr. Brooks. Mr. Chairman, the Defense Department is strong for 
the retroactive feature. But in view of the strong opinion the chair- 
man has, as far as I am concerned individually—I can’t speak for the 
subcommittee—I think if we hasten this and get it through, leaving 
out the retroactive features, we do a good job. 

The Cnatrman. Then will you ‘withdraw the subcommittee 
amendment ? 

Mr. Brooks. I will make a motion that we not adopt the retro- 
active amendment. 

The Cuatrman,. All right. 

Mr. Brooks moves that the retroactive subcommittee amendment 
be disapproved. All in favor, say “aye.” 

(Chorus of aye’s. ) 

The Cuarrman. All opposed, say “no.” 

The aye’s have it, and the retroactive feature of the bill is disap- 
proved. And without objection, the bill, H. R. 8107 

Mr. Suorr. As amended 

The Cuarrman. No, there are no amendments—is approved. 

And, Mr. Brooks, please report the bill. 

Now, call up your next one. 

Mr. Brooxs. Mr. Chairman, Subcommittee No. 1 reports favorably 
on the following bill, H. R. 2108. 

The purpose of the bill is to repeal the requirements in existing 
law for professional examinations, to establish the eligibility of 
medical, dental, and veterinarian officers of the Army and “Air Force 
for permanent promotion. 

For the purpose of promotion, professional examinations by the 
military medical services have been completely outdated by the Officer 
Personnel Act of 1947. 

Under the selection system of promotion, there is a combined pro- 
cedure for the evaluation of effectiveness reports and a review by 
such boards of the qualification of officers who are in line for 
promotion. 

Consequently, since the enactment of the Officer Personnel Act med- 
ical personnel have been forced to undergo a dual review for pro- 
motion (1) by a professional examination and (2) by an investigation 
by the selection board. 

Such medical officers are the only officers in the Army and the only 
officers in the Air Force who must be professionally examined for 
advancement in rank. In other words, this seems to be a discrimi- 
nation against those officers. 

This is a Department of Defense bill, approved by the Bureau of 
the Budget, and its enactment would not result in a budgetary increase 
of the Department of Defense. 

The CHarmman. I studied this bill, Mr. Brooks, and I think this 
billis sound. It does not require a doctor, after he has been approved 
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by the selection board, to have to go and then pass a professional 
examination. 

As you say, it is the only one. And he never would be promoted 
if he did not have the professional qualification. 

Mr. SHorr. I move its adoption. 

The CHairman. Without objection, the bill will be favorably 
reported. 

Mr. Brooks, report the bill. 

There are no amendments to the bill. 

Mr. Gavin. Thank you, Mr. Chairman. 

Mr. Brooks. Mr. Chairman, there is one more bill that the subcom- 
mittee approved and turned over to Mr. Johnson to report to the full 
committee. It was introduced by Mrs. Farrington. Are you familiar 
with that? 

The Cuarrman. Well, I want the committee to go into that care- 
fully. Let’s let that go over until the next meeting. 1 know about it 
from Mrs. Farrington of Hawaii. 

Mr. Brooxs. Some of the members of the subcommittee are very 
anxious to bring it out. 

The CHatrMan. We have to go to the floor now. We have done a 
good piece of work this morning. I have to take a breathing spell. 

Mr. JoHNson. Why not now? 

The Cuatrman. I have some talking to do over there. I have to 
get some strength. [ Laughter. | 

The Cuatrman. The committee will adjourn, subject to the call of 
the Chair. 

(Whereupon, at 11:38 a. m., the committee adjourned, subject to 
the call of the Chair.) 
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[No. 55] 
FULL COMMITTEE HEARING TO RECONSIDER S§. 1271 AND S. 1272 


House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., Wednesday, February 8, 1965. 

The committee met at 10 a. m., Hon. Carl Vinson (chairman) 
presiding. 

The CuatmrMan. Now, members of the committee, let’s come to 
order. 

Before we call up the bill this morning, I want to announce that 
this morning at 12 o’clock, when the House convenes, the privileged 
resolution submitted by Mr. Yates will be called up. I have agreed 
with Mr. Yates that the debate shall not exceed 2 hours, one-half to 
be controlled by him and one-half by the chairman of the Armed 
Services Committee. At the end of that time I will ask for the roll- 
call, and we will vote on the resolution, and our vote will be no, 
because the motion will be made all in favor of the resolution, and 
all opposed, vote no. So we are not in favor of the resolution. 

Now, yesterday I had a discussion with Mr. McCormack, in trying 
to help him fix up something for the House to do. So I told him to 
set down for next Wednesday H. R. 8710, which he agreed to do, and 
he announced that on the floor of the House. 

Coming through the subway, I met Mr. Short and I told Mr. Short 
that I had asked that this bill be set down for next Wednesday, at 
which time I was going to ask for a rolleall. 

Mr. Short stated that he had previous speaking engagements that 
he had made that would keep him out of the city all next week. 

So this morning I am going to ask Mr. McCormack and Mr. Martin 
to see if they can set that bill down for the 20th, and I hope they will 
agree to do it, 

I don’t know whether the House has much to do, but nevertheless, 
I want Mr. Short on the floor representing the minority when this 
bill comes up. I want his valuable aid and assistance because it is 
a highly important bill. 

Mr. Brooxs. Which bill is that, Mr. Chairman? 

Mr. Bares. That is Armed Services Procurement Act? 

Mr. Smarr. That is right. 

The Cuarrman. That is 8710, the procurement bill, so I will try 
to arrange that. 

Mr. Brooxs. That is set for Friday, isn’t it? 

The CHatrman. No 

Mr. Brooks. Thursday of this week. 

Mr. Bares. It was set for today. 

The Cuarrman. We are not going to take it up tomorrow. 
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Mr. Brooxs. Yes. 

Tig@-Cuaimman.} Because I am going to ask for a rolleall and John 
has agreed not to have a rollcall on tomorrow. 

So I don’t want to debate the bill for 3 or 4 days without a rollcall. 
I like to wind up the package when we deliver it. 

Mr. Arenps. You want Mr. Short here for the general debate? 

The Cuatrman. We want Mr. Short. Dewey and I will try to work 
it out this morning. 

Now, members of the committee, can you drill up a quorum, so we 
can vote these bills that Mr. Brooks has out here? 

Mr. Smarr. I am trying right now, Mr. Chairman. 

The Cuatrman. Now, members of the committee, I call up this 
morning two rather important bills—no, it is one bill. 

Mr. Buanprorp. There are two bills. 

The Cuarrman. Well, we will consider them together, then. Senate 
1271 and Senate 1272. 

Now, you will note these bills have a little historic background 
which is rather unusual and it is all printed on the face of the bill. 

May 2, 1955, referred to the Committee on Armed Services; May 10, 
1955, to the Committee of the Whole House and ordered to be printed. 
Therefore we passed on it. May 17, 1955, recommitted to the Com- 
mittee on Armed Services; July 19, 1955, committed to the Committee 
of the Whole House and ordered to be printed; July 30, 1955, objected 
to and recommitted to the Committee on Armed Services. 

So we are considering these two bills again. 

The first witness this morning is a statement from our colleague, 
Mr. Mollohan, who is unable to be here. 

I will ask Mr. Blandford to please read his statement. 

Mr. Buanprorp. All right, sir. | Reading:] 

Mr. Chairman and members of the committee, I wish to express my apprecia- 
tion—— 

Mr. Kipay. Mr. Chairman, may I suggest that the letter written 
to the committee should be read, giving the reason for not being able 
to be here? 

The Cuarrman. All right, read it. 

Mr. Bianprorp (reading) : 

Dear COLLEAGUE: Due to serious illnes of my mother, I am unable to be present 
at the meeting of the Armed Services Committee this morning. However, I 
wish to reaffirm the objections to S. 1271 and S. 1272 which I expressed in the 
last session. 

Attached”is the statement which I had hoped to present to the committee in 


person. I believe the information it contains will be useful in considering these 
bills. I sincerely hope they will be disapproved. 


Rosert H. MoLiowan. 
The Carman. Now, in response to that, I desire to say that this 
bill was set down for hearing on last Tuesday, and we contacted Mr. 
Mollohan and he said it would not be possible for him to be on hand 
last Tuesday. So I postponed the bill’s consideration until this morn- 
ing. And this morning we received this communication from him. 
{r. BLANpForp. Yes, sir. 
The Cuarmman. Of course we all sympathize with him. It is unfor- 
tunate that his mother is ill. 
Is it the pleasure of the committee, in view of his letter, to take the 
bill this morning, or do you want to wait until Mr. Mollohan appears? 
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Mr. Snort. I think, Mr. Chairman, in view of his letter and the fact 
that we have considered this legislation for some time and thrashed 
it out—I don’t think it would meet with serious objection from our 
colleague, Mr. Mollohan, to go ahead and insert his letter to you and 
also his statement, and then we will hear it. Because this is a pressing 
matter and should be disposed of. 

The Cuarrman. Any further comment ¢ 

Mr. Suorr. I don’t want to be unfair at all to him, and I am sure he 
realizes that. We protect every member on this committee. 

The Cuamman. And we postponed it for 1 week, hoping he could 
be here. 

Mr. Suorr. That is right. 

Mr. Brooxs. Mr. Chairman, may I ask this question? Mr. Mollo- 
han.didn’t request that it be postponed, did he, of the Chair? 

The Cuairman. In the first instance he did, and we postponed it 
1 week. 

Mr. Brooks. I mean this, this hearing here ? 

The Cuatrman. This is all the information the committee has, is 
what is set out in his letter of February 8. 

Now, what is the pleasure of the committee? Do you want to hear 
the bill or wait for Mr. Mollohan to be here in person and testify or 
make his statement ? 

Mr. Suorr. Of course, we all regret that the illness of his mother 
has detained him and he is unable to be present. But this thing has 
been dragging along. I really think we should go on in the public 
interest. And I don’t think that the gentleman from West Virginia 
would object to it if we read his statement into the record; we would 
know his position. 

Mr. Smart. Mr. Chairman 

Mr. Dorie. Mr, Chairman, may I make this observation? I read 
his letter. It seems to me because of his membership on another com- 
mittee he is probably better qualified than most of the members of this 
committee to know what the facts are. I would like to see him present. 

Mr. Smarr. Mr. Chairman, may I say that I have talked to Mr. 
Mollohan’s office about this situation. The committee will recall that 
this bill was scheduled a week prior to today and it was rescheduled 
until today to accommodate Mr. Mollohan, or until yesterday, when 
his office was advised of the situation moving it over until today. They 
said he could not be here either yesterday or today because of his 
mother’s situation, but that Mr. Mollohan had no inclination to ask 
any further delay on the part of the committee. 

Mr. Suorr. Fine. 

The CuarrMan. In view of that statement, read Mr. Mollohan’s 
statement. 

Mr. BLanprorp (reading) : 





Mr. Chairman and members of the committee, I wish to express my appre- 
ciation to the chairman for deferring consideration of S. 1271 and S. 1272 (H. R. 
2955 and H. R. 2956) until my availability today. 

I am unalterably opposed to these bills in principle, and I also want the 
members of this committee to be apprised of the actions of the Immigration and 
Naturalization Service in violations of Federal laws with respect to the bene- 
ficiaries of this legislation. 

These bills would exempt 2 retired generals, Generals Partridge and Howard, 
from the prohibition against holding of 2 Federal positions contained in section 
62 of title 5 of the United States Code. Their enactment would enable these 
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generals to accept positions as Assistant Commissioners of Immigration and 
Naturalization. 

Generals Partridge and Howard first came to my attention during the course 
of hearings before my Subcommittee on Legal and Monetary Affairs (of the 
Government Operations Committee) in March 1955. Those hearings revealed 
that General Partridge had been employed by the Service as a consultant at $50 
per day since May 1954, and that General Howard had been similarly employed 
at the same pay rate since September 1954. Subcommittee hearings also indi- 
cated that both generals were acting in more than the advisory capacity per- 
mitted for consultants under Public Law 600 (5 U. 8S. C. 55a) and pertinent 
Civil Service Commission regulations and I therefore requested the Commis- 
sion to perform an audit on their duties. 

In his report of July 29, 1955, Civil Service Commission Chairman Philip 
Young advised me that— 

“* * * the recent investigation conducted by the Commission at your request 
within that organization reveals that in substantial part the duties performed 
by these appointees were properly classifiable as a.part of the normal functions 
of that organization. It is clearly evident that operating responsibilities, 
normally assigned to regular executive positions within the organization, con- 
stituted a significant portion of the total responsibilities assigned in each case.” 

Mr. Young also noted that General Partridge had worked a total of 236 days 
from May 17, 1954, to May 16, 1955, at $50 per day and that General Howard 
had worked from October 1, 1954, to July 2, 1955, a total of 192 days at the 
same rate—and that he was then still on the Service’s payroll. The Service has 
since advised me that General Howard’s employment terminated on Septem- 
ber 30, 1955. 

In an opinion rendered at my request, the Comptroller General had advised 
me that despite the Department of Justice’s contention that it had inherent 
power to hire experts and consultants, presumably without limit as to pay rate, 
the Comptroller General ruled that the Department had authority to hire experts 
and consultants only as contained in Public Law 600 and at the rate prescribed 
therein. It is interesting to note that Public Law 600 permits employment of 
consultants for not longer than 1 year—a provision that was complied with in 
the case of the generals. The Comptroller General further found that both 
generals had been paid in excess of the $45.36 daily rate then permitted under 
Public Law 600, and that appropriate action had been instituted to recover the 
overpayments, 

During the time that the Service has been flouting Federal laws as I have 
outlined, 2 of the 4 operational Assistant Commissioner positions have been 
vacant. It is inevitable that the efficiency of the Service must have suffered as 
a result of these vacancies for more than a year. General Swing has told this 
committee that he has been unable to find anyone other than Generals Partridge 
and Howard to fill these positions. This is arrant nonsense. We are dealing with 
a civilian function of Government. Whatever has been the military experience 
of Generals Partridge and Howard, nothing in that experience can so uniquely 
qualify them as Assistant Commissioners to justify such a baseless statement. 
I simply cannot believe that General Swing has seriously endeavored to locate 
qualified civilians within or outside of Government for these jobs. Certainly it 
has not been demonstrated why a traditionally long-established civilian agency 
should be saddled with more retired generals. 

General Swing’s peculiar military conception of the mission of the Service 
has been spread upon the record. 

In hearings before my subcommittee, although admitting that immigration 
during wartime would be nil, General Swing stated that “the land borders of 
this country are my responsibility” and particularly so in time of war. I hadn't 
been advised that the Immigration and Naturalization Service had been made an 
adjunct of the Defense Department or for that mater, that the friendly nations 
on our borders, Canada and Mexico, are likely to plan an attack. 

Another curious military development in the Service is plan A signed by Gen- 
eral Partridge as Special Assistant to the Commissioner, a title customarily re- 
served for operating and not advisory personnel. Plan A, I am told, calls for the 
recruitment of some 8,000 volunteer patrol inspectors, the purchase of jeeps, 
airplanes, trucks, arms, setting up of demolition squads to blow up bridges and 
roads leading into the country from Canada, and contemplates persuasion to par- 
ticipate in the plan of the State highway patrol and National Guard. How many 
armies are we supporting? However, it has never been the function of the lm- 
migration Service to act as an auxiliary of our Armed Forces. 


























5833 


The Service is charged with executing the immigration and naturalization laws. 
While these responsibilities may entail some tasks which resemble police duties, 
by no stretch of the imagination do they encompass military duties. And while 
I do not for one moment wish to deprecate men who have dedicated their lives 
to the military service, I say to this committee that the last place in the world for 
retired military officers is the Immigration and Nauralization Service. 

For all of the reasons I have cited, let us reject S. 1271 and 8. 1272. 

The CHamman. Put that in the record. Print that in the record. 

Now, the first witness is General Swing. 

General Swine. Could I please ask Mr. Rogers to introduce the 
evidence ¢ 

The CuarrmMan. No, I think I am going to ask you, as you are the 
head of the Service. We will talk to Mr. Rogers later on, but let’s 
take you. 

Now, you heard the statement made by Mr. Mollohan. Have you 
any comments to make on that statement ? 

General Swine. Mr. Chairman, the reason for my being in the 
present position was due to the fact that before my retirement in com- 
mand of the Sixth Army in the presidio, the Immigration and Natu- 
ralization Service had reported to the President that control of the 
southern. border had gotten out of hand and had recommended that 
the military take over to stop the horde of illegal entrants that was 
running down the price of labor all along the southern border, and 
to clean up illegal entrants in the Northern States. Many unde- 
sirables were coming in. It was estimated in the first year that I took 
over that over 1 million illegals had come in. So the Attorney General 
made a personal inspection of the southern border and consulted with 
all the Immigration authorities and came up to my headquarters in the 
presidio to consult with me about moving the entire Sixth Army down 
to the southern border. 

I think I can say, and it will be borne out later, that it was through 
my persuasion that the Army was not used to put guns, bayonets, and 
se forth, down on the southern border to try to stop this invasion. 

In the discussions it was my view that it could be accomplished 
through civilian agencies. 

Unhappily for my argument at the time, when I retired [ was called 
from Washington and asked if I would come and take this job, which 
I said could be done through a civilian agency. 

I asked that I be given the assistance of several other retired offi- 
eers if I were faced with this proposition. 

In the meantime I had made about a 2-month inspection along the 
border. 

I consulted with the Attorney General and named the two officers 
who I thought could help me. 

The Attorney General had them in and consulted with them. It 
was agreed if it was possible to get them, they should be advisers with 
me, to try to do what we all wanted done, and have these things done 
by civilian authority. 

I think the results will speak for themselves, that the border is under 
control; that we do not have this great influx of illegals; that there 
has been considerable decrease in crime and death rates of children, 
disease, and other things inimical to the public health and welfare of 
the country. 
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Not only have we removed the illegals from the farming districts, 
but we have, with the advice and help of these two men, weeded them 
out of industry throughout the interior of the United States. 

As to the illegality of their employment, they were employed as 
the Attorney General, under advice of his own administrative officer, 
felt was proper at the time. I followed his directions. 

When there seemed to be some difference of opinion between the 
Civil Service Commission and the General Accounting Office as to ‘om 
how they should be employed, I asked how to regularize it. They 
were asked to return their overpayments, which for one I think 
amounted over the year to about $900 and the other several hundred 
dollars less. 

Public Law 600 was followed strictly. In the estimation of my ad- 
ministrative officer and the 2 officers whom the 2 men chiefly advised— 
the acting head of enforcement and the acting head of field inspection, 
intelligence and security—the 2 men were considered as advisers. 

I am not technically qualified to say that they did a little more than 
give advice. I am only here to say that whatever they did, the 
did from a true patroitic spirit in trying to remedy a very shame 
situation. 

The Cuairman. In that connection, may I ask you this. I will let 
you stop and take a breath. I ask you: Then there was an over- 
payment? 

General Swine. There was an overpayment. 

The CHarrman. In accordance with the interpretation of Public 
Law 600? 

General Swine. Yes, sir. 

The Cuatrman. And these two officers have paid back the overpay- 
ment that was made in the way you had classified them ¢ 

General Swine. Yes, sir. 

The Cuarrman. Is that correct ? 

General Swine. Yes, sir. 

The Cuarrman. Now, that finishes that. 

Mr. Jounson. Mr. Chairman, could I ask the gentleman a question ? 

The Cuarrman. All right. 

Mr. Jounson. General Swing, your activities down there—is that 
in addition to the usual border patrol that we used to have on the 
border there? 

General Swine. It is the same border patrol, reorganized and re- 
directed, yes, sir. 

Mr. Jounson. Well, it is just the old border patrol? 

General Swine. Yes, sir. 

Mr. Jonnson. And that is amplified, and you think made more 
efficient ; is that correct ? 

General Swine. Yes, sir. 

The CHatrman. Now, may I ask this: Then are they being em- 
ployed today ? 

General Swine. No, sir. 

The Cuairman. Then I think that answers completely the point 
raised in Mr. Mollohan’s letter about being illegally employed. You 
have tried to rectify it in accordance with Public Law 600? 

General Swine. Yes, sir. 

The Carman. And they have paid back, one $900 and then one 
$100: give the exact amount for the record. 
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General Swine. 1 will give you the exact figures. 

The CHamman. Which officer paid this and which officer paid 
that. 

Mr. Smart. Each one, how much? 

General Swine. Partridge has paid $395.34, and Howard has paid 
back $483.05. 

The CHarrman. And neither one of these officers now are serving 
you in any capacity ; is that correct ¢ 

General Swine. That is correct, yes, sir. 

The CHamman. Now, the purpose of this bill is to make them 
Assistant Commissioners of Immigration and Naturalization; is that 
correct ? 

General Swine. Yes, sir. 

The Cuarrman. You formerly were an Army officer, were you not? 

General Swine. Yes, sir. 

The Carman. We passed a similar bill to permit you to hold that 
office ¢ 

General Swine. It wasn’t necessary. I was retired, from a bad 
back from jumping, Mr. Chairman. 

The CuarrmMan. Therefore we did not have to pass any law for you; 
is that correct ? 

Mr. Kutpay. No, sir. 

The CHamman. For the record, what title does your office bear ? 

General Swine. Commissioner of Immigration and Naturalization, 
sir. 

The CHarrman. All right. 

Now, Mr. Kilday. 

Mr. Kirpay. I was going to say the reason we didn’t have to pass a 
law for General Swing is that he was confirmed by the Senate; isn’t 
that correct ? 

General Swine. Yes, sir. That is an additional one. It is my 
physical 

Mr. Krrpay. The law prohibiting dual employment does not apply 
to any person confirmed by the Senate. 

The Cuarrman. That is right. 

Now, there is another question raised in Mr. Mollohan’s statement. 
I think the committee would like to have some information on it. 

It says General Swing has told the committee that he has been un- 
able to find anyone other than General Partridge and General Howard 
to fill these positions. Now, that is the position of Assistant Com- 
missioner of Immigration and Naturalization. 

General Swine. Yes, sir. 

The Cuarrman. Have you made any effort to see if you can find 
any civilians that would, in your judgment, be qualified and you would 
like to have occupy that position / 

General Swine. I ate effort within the Service, in civilians. The 
two within the Service whom I expect sometime to take over, I would 
hope sometime to take over, for various reasons, are not eligible, and 
I have them here today. I think you could probably question them 
why they do not want the job. [| Laughter. | 

Mr. Suorr. Who would ? 

General Swine. I haven’t gone into civilian circles because the 
peculiar qualifications necessary for those two Assistant Commis- 
sionerships would either have to come out of the Service, that is, out 
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of the Immigration and Naturalization Service, or from men who 
have had some similar experience to General Partridge and General 
Howard. 

The Cuarrman. Then, as I understand it, there are no individuals 
in the civil service, of your organization, that want this position; is 
that correct ? 

General Swine. I will allow them to speak for themselves. But 
that is the impression I am given; yes, sir. 

The Cuarrman. All right. 

Have you made any effort to see if there is anyone in your organiza- 
tion that has civil-service status that would want to surrender his 
civil-service status to take these positions? That is what they would 
have to do? 

General Swine. Yes, sir; I have. 

The Cuatrman. Has anybody asked you to appoint them from your 
organization to this position ¢ 

General Swine. No, sir. 

The CuHarrman. Have you made an effort to find any in there who 
would take these positions ? 

General Swine. Yes, sir. 

The Cuarrman. What did you say? 

General Swine. I have, sir. 

The Cuarrman. Were you able to find anyone? 

General Swine. I was not able to find anyone. 

The CrHatrman. Then you are forced to go outside of the present 
personnel in your organization to find someone to fill these positions / 

General Swine. I am, sir. 

The Cuarman. Now, have you gone outside of your organization to 
make any inquiry to find anybody ? 

General Swine. No, sir. 

The Cnarrman. Well, do you mean by that that you haven’t sought 
to find anyone or that you have been unable to find anyone ? 

General Swine. I have been unable to hear of anyone with the 
qualifications which I think are necessary, Mr. Chairman. 

The Cuatrman. All right. 

Now, what are the necessary qualifications ? 

General Swine. I would like to read this into the record with re- 
spect to the question : 


The Internal Inspections and Security Division under the executive direction 
of the Commissioner and Deputy Commissioner of Immigration and Natural- 
ization is responsible for the inspection, analysis, and evaluation of all the 
activities of the Service at the seat of Government and in the field establishments 
for the purpose of making recommendations to the Commissioner and his staff 
for securing the most effective method for insuring adherence to prescribed 
standards and observance of service policy at all levels of organization, and is 
further responsible for securing strict compliance with documentary, communi- 
cations, property, and personnel security requirements. 

In view of the enormity of the problems which face the Immigration and 
Naturalization Service which bear such a direct relationship to the internal 
security of the country, it is essential that an aggressive person with mature 
judgment, with broad experience in administrative and intelligence matters be 
appointed to this position. 

As indicated in the attached summary of the military career and the experi- 
ence of Brigadier General Howard, he has in the course of 31 years of active 
military service had numerous assignments in which he had the opportunity to 
develop and demonstrate exceptional organization ability, aggressiveness tem- 
pered with mature judgment, and in administrative and executive capacities. 
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He has had extensive experience in administrative work of high level and has 
demonstrated superior ability in analyzing, organizing, and coordinating the 
many complex phases of military and civil intelligence activity. 

Furthermore, by the reason of some of his military assignments, he has a 
personal and intimate familiarity with the conditions which pose the greatest 
problems for the Immigration and Naturalization Service and the division which 
he is to head. 

Mr. Suorr. Now, Mr. Chairman, if you will bear with me just a 
minute. 

Mr. Mollohan is a respected member of this committee and a fine 
gentleman. He has to be to get to Congress. He has to be finer to 
remain here. 

But one statement, a sentence or two in his letter, as I heard it, was 
that the Immigration and Naturalization Service has no connection 
whatever with our national defense. To that I wholly disagree. 

I think he jumped a cog there because I think the Immigration and 
Naturalization Service, Mr. Chairman, has a very direct and vital 
bearing on our national defense. 

It is one of the most important things. I think this committee 
should bear thatin mind. Because we are charged 

The Cuatrman. That is right. 

Mr. SHorr (continuing). Boring from within; I think the Immi- 
gration does have a very direct and vital connection with our national 
defense. 

The Cuatrman. Of course it does. 

Now, you just set out what you consider the necessary qualifications. 
Now, for the record, have you anyone in your organization, that is, 
civil-service employees there now, that you think could meet that yard- 
stick and standard which you think is essential for these two positions ? 

General Swine. Not at present. 

The Cuarrman. Not at present. 

Mr. Gavin. I think that is a rather—Mr. Chairman, it is a difficult 
question. There may be somebody in the department that may be 
qualified, that the General wouldn’t know about. To the best of his 
ability, I think he has tried to secure somebody that might have the 
qualification for the position, but to date you haven’t been able to 
determine anybody in the department. 

General Swine. I will qualify it by saying within my cognizance. 

Mr. Gavin. That is right. 

The Cuarrman. That is right. 

Mr. Sort, That is right. 

Mr. Gavin. Within your service. 

Mr. Bennerr. Mr. Chairman, may I ask—— 

The CHarrMan. Wait 1 minute and then Iam through. There are 
two other questions. 

From what you just said, if General Partridge and General Howard 
had been retired for disability, it would not be necessary for this 
legislation ? 

General Swine, That is correct, sir. 

The Cuairman. It was not necessary in your case because you re- 
tired for disability. 

General Swine. It is not necessary in my case for two reasons: the 
one that Mr. Kilday from Texas mentioned, and also the fact that I 
have a disability. 
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The Cuarrman. Allright. But asa matter of law, as I understand 
it, if either one of these generals had been retired for disability, even 
though they had not been confirmed by the Senate, it would not be 
necessary for this law? 

General Swix. That is correct, sir. 

The CHarrMAN. All right. 

Now to get this in the record: 

In reference to the payback—I want the record to show this: What 
General Howard and General Partridge paid back was the difference 
between $45.36 allowed under Public Law 600 and the $50 a day that 
they were paid. 

General Swrne. Correct. 

The Cuarrman. That is right. 

All right. Now, any questions? 

Mr. Harpy. Mr. Chairman. 

The Cuarrman. Mr. Hardy. 

Mr. Harpy. General, in Sinwing up the question of the chairman 
in connection with the efforts that you made to find someone else for 
these positions, did you circularize the Department to inquire as to 
whether anybody there who was qualified would be interested ¢ 

General Swine. Well, I don’t think that is a proper way to do 
because 

Mr. Harpy. All right; did you or didn’t you, General ? 

General Swine. I didn’t circularize them by circular letter, but I 
spoke to many officers that I saw in my various inspections to deter- 
mine their capabilities. 

Mr. Harpy. Well 

General Swine. You know 

Mr. Harpy. The next question I wanted to ask you was whether 
or not you reviewed any of the personnel. 

General Swine. Yes, sir; I have been over all the personnel files of 
the senior officers, every one personally; I have been over their files 
and records. 

Mr. Harpy. Did you find anybody in your organization that had 
the qualification necessary ? 

General Swine. I found two gentlemen whom I feel will eventually, 
if they will forego their civil-service rights 

Mr. Harpy. That is all right. Now 

Mr. Gavin. Let him finish. 

Mr. Suorr. Let him answer. 

Mr. Philbin (aside to Mr. Hardy). 

Mr. Harpy. May I continue, Mr. Chairman ? 

The CuarrmMan. Now, let’s have order. 

Mr. Harpy. I am not going to badger him, not at all. 

Mr. Gavin. Let the gentleman continue to answer. He will try to 
answer. 

The Cuairman. Members, please address the Chair. 

General Swine. I found two gentlemen whom I am quite sure will, 
not too far in the future, substitute eminently for these two officers I 
have inmind. I repeat that I feel the two gentlemen do not want those 
positions at this time, and I would no endeavor to force them. 

Mr. Harpy. Mr. Chairman, may I continue with the witness? 

The CuatrmMan. Yes, sir; you may continue. 
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Mr. Harpy. If I may, I am going to try to be courteous to the 
witness, and I certainly have no desire to embarrass him or any other 
members of the committee, and I would appreciate it if the other 
members of the committee would let me continue to ask the question. 

The CuHarrMan. Go ahead and ask your questions. 

Mr. Harpy. Then, General, the committee can understand that you 
reviewed all the potential employees of your Department, reviewed 
their personnel folders to determine who was qualified, and you 
found only two? 

General Swine. At present; yes, sir. 

Mr. Harpy. And you made a determination that those two were 
not personally willing to accept these appointments ? 

General Swing. I didn’t make the determination. They volunteered 
that information to me. 

Mr. Harpy. Well, that is a determination, at least I would so 
classify it, as a determination. 

General Swine. It is a matter of 

Mr. Hess. Choice. 

General Swine. Choice. The fact is that both of them came to me 
and said, “General, we wouldn’t like to have the positions.” 
| Laughter. | 

Mr. Harpy. In my mind that is a satisfactory determination. 
| Further laughter. | 

Mr. Suorr. Would the gentleman from Virginia yield ? 

Mr. Harpy. I yield. 

Mr. Suorr. How would we feel if General Swing would come to you 
or to me or to any member of this committee and tell us whom we should 
employ as our top secretary or assistant secretary or clerks in our 
office ? 

Mr. Harpy. I hope the gentleman from Missouri is not inferring that 
any member of this committee, certainly not the gentleman from 
Virginia, is suggesting to General Swing whom he should employ. 

Mr. Suorr. All right. 

Mr. Harpy. Mr. Chairman, I am not quite through. 

I do want to make this observation, however, that since there are 
certain legal limitations to the two individuals that he originally 
desired, I do have a feeling that he should have exhausted the oppor- 
tunities to find others who were legally admissible. 

(Mr. Short nods. ) 

Mr. Harpy. Now, the next question, General: 

Can you tell the committee just what, if any, effort—and I put it 
this way because of the testimony that you have already given—you 
actually made.to find people who were qualified, who had no legal bar 
to serving in those positions? 

General Swine. I think I will repeat only what I said in my open- 
ing statement, that I went through the Service and endeavored to find 
someone there. I haven’t been out of the Service. 

Mr. Harpy. You haven't tried to find anybody outside of the Immi- 
gration Service ? 

General Swing. I have not tried to find anyone out of the Service, 
because I do not think it would be useful for me to try. 

Mr. Harpy. Well, now, General, let me just 

General Swine. Out of the Service—— 
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The Cuarrman. Wait one minute. Let him finish. 

Mr. Harpy. Let me just ask you this question: 

I listened carefully to the statement that was read there a while ago 
concerning the qu: ulifications of these people. I thought I saw some 
similarity to employ ment in some of the other civilian agencies. I 
wonder if there isn’t some similarity to the requirements ’ as to the 
needs of those people, among people in the CIA, people in the FBI, 
commissioners of police in States and in cities. Is it fair to say that 
those categories do have similar qualifications ? 

General Swing. A chief of police might have; I don’t know. It 
would take a very high-grade chief of police . Tam afraid he wouldn't 
be interested by the salary. 

Mr. Harpy. Well—— 

General Swine. As to—— 

Mr. Harpy. General, I don’t mean to interrupt you there, but the 
only question that I am try ing to establish 

General Swix. Well, could I answer all your questions to this ex- 
tent, Mr. Hardy, that I have made a sincere attempt within the Serv- 
ice—and it is a career service—to bring someone up there. As to 
bringing someone else out of the Service, other than gentlemen with 
the background that I have selected, I think it would be very bad for 
the morale of the Service to bring in some complete outsider. 

Mr. Harpy. Well, you see a distinction from the morale standpoint 
in bringing in two generals instead of bringing in other civilians? 

General Swine. Yes. 

May I bring thisin? As to the pay that General Partridge had to 
pay back, I had to stop a movement in the border patrol for collection 
from the border patrolmen to pay his overpayment back. I think 
that indicates to some extent the morale he built up in the border 
patrol 

(Chorus of “Mr. Chairman.”) 

The Cuairman. Wait a minute. 

Mr. Harpy. That may be; but I don’t think that has any particular 
bearing on this question that I am trying to develop. 

General Swina. Morale is quite a thing, Mr. Hardy. 

Mr. Harpy. Well, General, I certainly “wouldn't argue about the 
morale. But if you want to get into that, I will discuss that with 
you in connection with some previous conversations we had; but I 
don’t think that is pertinent to my question. 

Now, the only question that is in my mind here right now 
am putting it up right quick, Mr. Chairman, and I didn’t come over 
here with the idea of opposing this bill. 

The Cuarrman. Go ahead and ask your question. 

Mr. Harpy. I don’t like to be badgered myself. 

The Cratrman. Nobody is badgering you.Go ahead and ask your 
question. 

Mr. Harpy. So the record will stand complete: 

Because you made a determination that there was nobody on the 
outside qualified and because you made a determination that it would 
be bad for the morale in your Department, you made no effort to 
secure anybody from civilian life? Is that a correct statement ? 

General Swine. I didn’t quite say that. I said morale entered 
into it, Mr. Hardy. And I considered it from every angle. Morale 
would have quite some bearing on it. 
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The Cuarrman, All right. 

Mr. Harpy. But the tinal answer to the question that I am after 
is—and I want to be sure that this is accurate—that you made no 
effort, for reasons that you decided upon, to find anybody in civilian 
life who had no legal bar to appointment ¢ 

Mr. Wiuson. Mr. Chairman 

Mr. Harpy. Just let me get through, will you? Let the witness 
answer the question. 

Mr. Witson. Go ahead. 

General Swine. | will answer it. 

No, sir. 

Mr. Harpy. ‘That is all. 

The Cuarrman. Mr. Kilday 

Mr. Suorr. I think Mr. Kilday knows more about this than any 
of us. 

Mr. Kixpay. I doubt that. 

General, this goes to the wetback question, doesn’t it? 

General Swine. To a large extent it isa wetback question. In addi- 
tion to that are the security measures we have. As you know, we 
are the last line of defense on the undesirable aliens coming into this 
country. 

Mr. Kinpay. 1 was just asking that to remark that the wetback 
question in my part of the country is a rather warm one, and I 
thought we were far enough removed geographically that it wouldn’t 
get as warm as it did here this morning. 

It does promote a great deal of emotion down our way. I think 
I have been able to avoid those emotional things. 

I would like to ask you some factual questions. 

General Swine. Yes, sir. 

Mr. Kitpay. Some questions as to how this would concern another 
bill pending here, that I understand has been assigned to by sub- 
committe. 

You used the figure of 1 million illegal entrants across the southern 
border ina year. What year was that ¢ 

General Swine. That was fiscal year 1954. 

Mr. Carrer. 1954. 

General Swine. Fiscal year 1954. 

Mr. Kitpay. During what time were General Partridge and General 
Howard employed ¢ 

General Swine. They came in at the beginning of 1955. 

Mr. Louauran. May 17, 1954. 

General Swine. General Partridge came in May 17 of 1954. ‘That 
is Just before the beginning of fiscal 1955. General Howard was on 
loan from the Department for a few months. 1 think he came on 
about August or September, as I recall. 

Mr. Kinpay. Of 1955? 

General Swine. Of 1954, that is, in the fiscal year 1955. 

Mr. Kinpay. All right. And at that time the illegal entries were 
running about a million a year ? 

General Swine. About a million a year. 

Mr. Kitpay. What did they run in calendar year 1955? 

General Swine. Well, right now—They have gone down to about 
300 a day. 

Mr. Carrer. They are down now, sir, below 200 a day. 
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General Swine. We will make that in hundreds. I have been 
getting daily reports. It was about 3,000 a day when they took over, 
and it is a little under 200 a day now. 

Mr. Kitpay. That is the point. 

General Swine. If we can put it this way 

Mr. Kitpay. The point is it has been reduced from 3,000 a day to 
200 a day ? 

General Swine. Yes, sir. 

Mr. Kizpay. And as a matter of fact, you feel, and it is the feeling 
in the Immigration Service, that the problem has been solved? 

General Swine. Yes, sir. 

Mr. Kivpay. Isn’t that correct ? 

General Swine. We are quite confident, yes, sir. 

Mr. Kitpay. And that the rate of 200 a day, which might seem 
high here, is probably back to about normal prior to the concentrated 
wetback entry ? 

General Swine. I would imagine so. I don’t recall the exact figures. 

Mr. Kitpay. So that the question is over? 

Mr. Snort. Yes. 

Mr. Kitpay. The question that was involved at the time that you 
had this tremendous influx is over ? 

General Swine. Yes. 

Mr. Kivpay. It is gone? 

Mr. Suorr. He has corrected it. 

Mr. Wirson. It is under control. 

Mr. Kitpay. That, then, of course, leads us to the question of the 
emergency having been solved by these gentlemen, is it necessary to 
continue them or is it now time to terminate them ? 

And I believe that any member of the committee can have his own 
view on that. 

Now, on this point, who was your predecessor ? 

General Swine. My predecessor was Argyle Mackey. 

Mr. Kirpay. Where did he come from ? 

General Swinc. He came from the Service. 

Mr. Kitpay. Who was his predecessor ? 

General Swine. Watson B. Miller. 

Mr. Kitpay. Did he come from the Service? 

General Swine. No. 

Mr. Kitpay. We all know Watson B. Miller. He did not come 
from the Service. 

And prior to Mr. Miller, do you know who was there? 

General Swine. Ugo Carus. 

Mr. Kitpay. He was not a career man ? 

General Swine. No, sir. 

Mr. Kitpay. Who formerly held these two positions that are now 
vacant ? 

General Swine. The position relating to enforcement was held by 
a career man, Willard Kelly. 

Mr. Kitpay. Well, perhaps this would facilitate it: 

Have those two positions been traditionally filled by career men ? 

General Swine. The one of enforcement; I would say yes. 

Mr. Carter. Yes, sir. 

General Swine. The other is a new position which was a directed 
positiop after confidential instructions from higher authority with 
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respect to the intelligence and security work that we should endeavor 
to correct. This position of Assistant Commissioner for Security 
and Intelligence work is new in the Service and one which I might 
add was sadly needed. 

Mr. Kitpay. So that the new one—there is no tradition about it? 

General Swine. No, sir. 

Mr. Kitpay. The other one was traditionally a career appointment ? 

General Swine. May I say—if I may add to your point about it 
being corrected on the southern border, the northern border has not 
received the attention that it deserves. There are many—could this 
be off the record, this part of it? 

Mr. Snort. Yes 

The Caatrman. Go ahead 

Mr. Bares. It is an open session. 

The CHatrman. Is it something confidential 

General Swine. Well, I don’t like to make public statements on cer- 
tain conditions along the northern border. 

(Chorus of “The Press is here.”’) 

Mr. Smart. It is an open session. 

Mr. Kitpay. Well, that is as far as I want to go with that. 

The Cuarrman. I wouldn’t say anything about that, General. 

Mr. Kirpay. The next thing I have in mind is the fact that this isn’t 
the only bill that we have had here to exempt retired personnel. 

The Cuatrman. Of course not. 

Mr. Kitpay. We have had quite a number of them, and in practi- 
cally all of those cases they have been very high-ranking officers who 
have been retired at rather substantial retirement rates. I believe the 
lowest we had was Colonel Hewitt, who went on the International 
Boundary Commission, and is now serving as a Commissioner on the 
Mexican-United States international boundary. 

Mr. Mier. If the gentleman would yield, don’t we have special 
qualifications for that? 

Mr. Kirpay. Well, he was an engineer, I think. 

But the thing that troubles me is that we have an overall problem 
on the dual compensation statutes. 

Mr. Suorr. Yes. 

Mr. Kirpay. Affecting retired personnel. And we have some very 
pitiful situations existing, of men, for instance, who served for prac- 
tically all of their time as enlisted men, who became lieutenants dur- 
ing the war, were retired and retired at the highest rank satisfac- 
torily held. 

I have, I think, at the present time two bills pending before the 
Committee on the Judiciary to relieve those men in the charge-back 
of dual compensation. One of them was working as a mechanic at 
Kelly Field, and they have about $1,200 charged back to him. 

Another one was working as a guard at Kelly Field and served 
most of his time as an enlisted man, but served as an officer during 
the war, and under a law we passed he retired with the highest rank 
satisfactorily held. The last time I saw him he was cutting lawns 
for a living, because although he has a legal right to preference in 
employment as a veteran, he can’t accept it with the Government. 
He has reached the age, because of his military service, that is not ac- 
ceptable in industry, and he is just reduced to extremities. 
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Now, as long as we continue to exempt the high-ranking officers 
who are needed in these very important positions, it appears as if 
we are never going to get anything done for the people who need 
some relief. 

The CratrmMan. Thank you, Mr. Kilday. 

Now, let me get this straight 

Mr. Kitpay. Now, I want to say this: 

I have voted for this bill every time it has been there in the past, 
because I was very much impressed with the general’s observation 
that it was a military type of operation, with 3,000 people a day 
coming across the river, of putting them in the other side, and they 
would be back in the morning. It just kept going like that. The 
matter has been settled. The urgency is out of the way. I know that 
the stymieing of career promotions is having a bad effect on the Immi- 
gration Service. I won’t say how I know it, but I know it. 

Mr. Brooks. Will the gentleman yield? 

Mr. Kurpay. I vield the floor. 

Mr. Brooks. What. worries me, though—I am not in Texas. My 
area is adjoining Texas. And we get some of this backwash, too. 
What worries me at the present time is if you had 3,000 a day cross- 
ing the international boundary illegally, why, that could start over 
again. 

The Cuarrman. That is right. 

Mr. Brooks. And we don’t want 3,000 more crossing a day. 

Mr. Snort. Mr. Chairman 

The Cuatrman. Mr. Short. 

Mr. Snort. I think the gentleman from Louisiana has made a very 
good point that was in my mind. I don’t think the gentleman from 
Texas thinks it is all settled. I think we must be alert, constantly on 
the alert. 

The Cuatrman. It merely demonstrates 

Mr. Snort. To not let it repeat, Mr. Chairman. And the gentle- 
man from Louisiana is absoutely right. We must not let down our 
guard. And when you cut from 3,000 to 200, I think it is a pretty 
good job. 

Mr. Arenps. Mr. Chairman 

(Further chorus of “Mr. Chairman.”) 

The CuarrmMan. Wait 1 minute. 

Mr. Arends. 

Mr. Arenps. I would just like to say this, Mr. Chairman: 

General, when you retired, as a lieutenant general, the profession 
of your own choosing, apparently you were called upon to make many 
decisions, and the reason you got three stars on your shoulder was 
because you made the right kind of decisions, because you were a capa- 
ble, outstanding individual in the service. 

General Swine. Sometimes luck 

Mr. Arenps. You did a commendable job in the position in which 
you have been assigned, the kind of a job that we like to expect from 
you. 

Now here you are coming up with the interest of America at heart, 
just as you did in your many years of service in the Army, trying to 
do another job which will be helpful to us in the long run. You are 
in the position of where you know a few qualified individuals that 
you would like to have serve with you, and for the life of me I cannot 
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understand why there is any opposition to the ability of picking 
qualified fellows to fill'a hole or fill a slot when they are available. 
And, therefore, I commend you and I think it ought to be done with- 
out any fanfare. 

The Cuarrman. Thank you. 

Mr. Kilday. 

Mr. Kinpay. Just to complete the record: 

The record doesn’t yet show: What are the salaries of these posi- 
tions, General ? 

General Swine. The salaries would be around $12,000 a year. For 
one, General Partridge, he would be working for about $233 above 
his present salary, and General Howard, being a BG, would be working 
for about $330 a month above his present salary. 

Mr. Kitpay. Now, when did each of them go off the payroll ? 

General Swine. Partridge, May 16, 1955, after 1 year, and Howard, 
September 30, 1955, after 1 year. 

Mr. Kitpay. That is all, Mr. Chairman. 

The CHatrman. Now, for the record, I want to propound this 
question. 

Mr. Bares. Isn’t that July 2? 

Mr. Lovueuran. No, sir. 

General: Swinc. That statement is correct. 

The Cuatrman. I want—according to the rules of the House, when 
they ask questions, please be kind enough to remember that you must 
be recognized. 

Now, let’s all try to keep that in mind. 

Now, let me ask this question: What would happen to a civil- 
service status of any civil-service employee who took this position? 

General Swine. He would lose his civil-service status. 

The Cuatrman. And that is one reason you can’t find any in the 
service to take it; is that correct? 

General Swine. Yes, sir. 

The CrarrmMan. Now, Mr. Bates, any questions ? 

Mr. Batrs. No. You have asked them all, Mr. Chairman. 

The Cratrman. Mr. Gavin? 

Mr. Gavin. Mr. Kilday, I would*like to inquire whether or not 
any legislation has been introduced to correct the condition that you 
spoke about in several cases. 

Mr. Kiipay. My recollection is the chairman said at the last session 
that the question was to be assigned to my subcommittee. We have 
been working, as you know, on the medical-care bill, and then we 
have to work on the medical officers’ incentive as well as the integration 
bill, and I don’t know when we will get to it. 

Mr. Witson. Mr. Chairman. 

The Cnarrman. Mr. Wilson. 

Mr. Witson. Mr. Chairman, I would like to speak from personal 
experience. 

I am 100 miles from the Mexican border, in my district. I was 
with the Attorney General a little over 2 years ago when we went 
over and looked at the horrible situation that existed there. There 
were over 100,000 wetbacks a month coming in over the Mexican 
border in my district alone. I can have nothing but praise for the 
fine administration of the law that General Swing has put into effect. 
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He has remarkably corrected that bad situation. And if he feels in 
his judgment that two men are best suited to accomplish the job, I 
am inclined to back him up and to give him all possible support. 

The Cuatrman. Thank you very much. 

Mr. Doyle. 

Mr. Dorie. General, the two generals have not been rendering any 
service now for 9 and 10 months? 

General Swine. That is correct. 

Mr. Doyir. Who has been doing the work that you now want 
them to do? 

General Swine. The Acting Commissioners are these two gentle- 
men, Mr. Carter and Mr. King. 

Mr. Doyte. Two career men ¢ 

General Swine. Yes, sir. 

Mr. Dorie. Now, a minute ago you stated that in the not too distant 
future—that was your exact wording, I think—these two career men 
would be qualified. 

General Swine. [hope so. I hope so. 


Mr. Dorie. Well, you stated they would be. How far in the 
future ¢ 


General Swine. I haven’t—— 

Mr. Dorie. Well 

General Swine. I haven’t made any definite estimation. 

Mr. Dore. Well, they have been doing 

General Swing. As a matter of fact, I haven’t given it too much 
thought when they would be able to take over because they have come 
to me and said they didn’t want to take over. [Laughter.] 

Mr. Doyrze. So they are doing satisfactory work ? 

General Swine. So I crossed that out of my mind. 

Mr. Doytz. They are doing satisfactory work ? 

Mr. Gavin. Mr. Chairman, we can’t hear the witness. 

The Cuarrman. Let there be order, please. 

Mr. Doytxr. May I ask one more question ? 

They are doing satisfactory work ; are they not / 

General Swine. I beg your pardon ? 

Mr. Dore. They are doing satisfactory work, the two career men? 

General Swine. Yes, sir, they are. 

The CHatrman. But, Mr. Doyle, may I interrupt ¢ 

I just pointed out—I just asked the question what would happen, 
if they had permanent appointments, to their civil-service status. 
They would a their civil-service status, is that correct, General ? 

General Swine. Yes, sir; and it must be done voluntarily. They 
have to sign a release. 

The Cuarrman. That is right. 

General Swing. Before they accept the job. 

Mr. Winsreap. Mr. Chairman, are they receiving less pay than 
these positions would pay? Are they doing this work on a temporary 
basis, with less pay ? 

General Swine. They are paid according to their civil-service 
grade. One of them—this gentleman [indicating] now can’t be ad- 
vanced any further because of the Whitten rider. 

Mr. Winsteap. They are doing this job, but they are not paid as 
much money as the positions would carry if this bill passed ? 
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General Swine. That is right. 

Mr. Smarr. That is right. 

Mr. Gavin. Mr. Chairman. 

The Cuatrman. Mr. Gavin. 

Mr. Gavin. They couldn’t be, even if they were in the position 
permanently, because of the Whitten rider. 

It would appear that we have these two career men within the 
Department who are seemingly qualified but are not ambitious to 
take over this assignment. I think as long as these gentlemen are 
here, why don’t we hear why they are not interested in taking over 
the assignment ? 

The Cuarrman. I was going to suggest that we can’t have but one 
witness at a time. 

Mr. Gavin. Well, when the gentleman is through. 

Mr. Minier. Mr. Chairman. 

The Cuarrman. Mr. Miller. 

Mr. Mier. General, during this improvement on the Mexican 
border, isn’t it true that the Mexican Government is cooperating 
more now than it has in the past? 

General Swine. In all ranks, from the head, Gobernacioén, right 
down through all the police officials, and their own border patrol. 
The judges in the sentences—of course a wetback is illegally leaving 
as well as illegally entering, and the Mexican judges are giving them 
severe sentences. 

Mr. Mutter. Haven’t these improved relations been brought about 
by a better understanding between the two Governments as a result 
of conversations between them, the respective State Departments? 

General Swine. I would say not only the State Department, but 
my own officers have been allowed to informally meet with the 
Mexican opposite numbers with respect to this. 

Mr. Mituer. Do you contemplate any deterioration of those rela- 
tions that are essential to the solving of this problem, if these two 
generals-are not appointed ? 

General Swine. No, sir. 

Mr. Jounson. Mr. Chairman—— 

Mr. Miturr. Sir? 

General Swrna. I do not. 

Mr. Mitter. All right. That is all I want to know. 

The Cuarrman. Now, thank you very much, General. 

Mr. Jonnson. Mr. Chairman, could I ask him a question ? 

The CuarrMan. Yes, sir. 

Mr. Jounson. Does this apply to the Farm Labor Act? Do you 
have to enforce those that are violating the Farm Labor Act that 
come in from Mexico? 

General Swine. The Labor Department is charged with compli- 
ance of the international agreement with respect to Bracero, migrant 
labor. 

Mr. JoHnson. Does the Labor Department have to do with that, 
too? 

General Swine. They are charged with compliance. But in our 
position as enforcement officers, in addition to screening out illegal 
entrants, we inform the Labor Department of incidents when the law 
is not being obeyed. 

The Cuarrman. Thank you very much, General. 
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Now, members of the committee—— 

Mr. Jounson. Mr. Chairman, could I make one comment here? 
I had some experience here. 

The Cuarrman. Well, make the comment in the form of a question. 
Let’s get the question. 

Mr. Jonnson. Well, 25 years ago I looked into this matter very 
thoroughly, on the border patrol, and I dealt with the Department of 
Labor in the State of California. And the statistician there told me 
that 95 percent of the Mexicans in our State—and there are thousands 
and thousands of them—were all people that got in there in violation 
of the law. So this isn’t anything new. It has been going on a long 
time. 

Of course in that day there was no problem as to security. Now we 
nave the additional one which is much more serious than the former 
one. And I hope you can carry out the plan that you have, sir. 

The Cuarrman. Mr. Bennett. 

Mr. Bennett. I would just like to ask one question to clarify my 
own mind on this and get the record clear, too. 

If the situation we now have is working out all right, why shouldn’t 
we just continue what we now have, with these 2 generals off the pay- 
roll and these 2 civil-service men doing the job? 

General Swine. Because I am-net. satisfied that the-condition-ean 
not 

Mr. Suorr. Order, Mr. Chairman. 

General Swine. Cannot be improved. I am not going to testify in 
public on the Canadian border. But there is a situation up there 
which must be remedied. Well, I can’t talk about that, sir. [ Laugh- 
ter. | 

The Cuarrman. Thank you very much, General. 

Now, the next witness is Mr. Rogers of the Department of Justice. 

Mr. Rogers, you have any statement you want to make in regard to 
this bill? 

Mr. Rocers. May I be seated, Mr. Chairman, or do you want me to 
rise ¢ 

The CHarrman. Yes, sit down here. 

Mr. Rocrrs. My name is William Rogers. I am the Deputy At- 
torney General. 

I have just a few things I would like to add. I think the questions 
of the members of the committee have developed the facts very well 
in this case. 





I am here principally to tell you that the opinions expressed here 


by General Swing are the opinions of the Department, the Attorney 
General and myself and all of us in the Department. 

oo Kilday asked a question about the tradition of this job, or these 
ODS 
One job, of course, is newly created. The other job traditionally 
has been held by a career man, but now it is a schedule C job, which 
means that they can be removed at will. 

So:as a practical matter, career people don’t want these jobs. 

Secondly, I know something about it because I have a lot to do 
with recruitment of personnel generally in the Department and I know 
that. trying to get people qualified to fill these jobs at this time is 
almost impossible. 
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Too, the fact of the matter is that we are getting the services of 
these men at a very low cost. It costs the Government just the differ- 
ence between what their military pay is and what their salary here in 
the Immigration Service is, which is very small; it is about $3,000 
in one case and $4,000 a year. So in addition to getting specially 
qualified men, we are getting people at a very low cost. 

In conclusion, I just want to say this: We have had an opportunity 
to see these men in action over a period of about a year. And I can 
speak for everybody in the Department when I tell this committee that 
I don’t believe we could find people with these qualifications anywhere 
else. They are unusually qualified for this kind of work. Their 
yerformance that they have rendered has demonstrated that, I think, 

eyond a doubt. And if we fail to fill these jobs, we will find that 
we will retrogress, we will go back to the situation we were in. 

Now, if we want to continue the excellent performance that we have 
had in the Immigration Service, we would like very much to have 
these bills passed. 

This is not an effort to get these people because they are military 
men, but in spite of the fact they are military people. They are very 
well qualified and we urge your support. 

Thank you very much. 

The Cuatrman. A career man would lose his security if he accepted 
this position ? 

Mr. Rogers. That is correct, Mr. Chairman. 

The CHarrman. And that is the reason they hesitate to accept it? 

Mr. Rogers. That is correct, Mr. Chairman. 

The Cuarrman. The pay is the difference between that of his retired 
pay and the pay that the act carries? 

Mr. Rocers. That is correct. 

The Cuatrman. And you say it is about—it costs the Government 
about $3,000 more in each one of these cases ? 

Mr. Rogers. Approximately. 

The CuHairman. Thank you very much. 

Any questions? 

Mr. Kilday. 

Mr. Kizpay. One. 

When was this position reclassified as a schedule C position, Mr. 
Rogers ? 

Mr. Rogers. I don’t remember exactly, but I believe it was fairly 
early in 1953. It was about the time that these men took over as 
consultants. 

Mr. Kinpay. In other words, it was rescheduled after the last career 
man left this one assistant’s post 4 

Mr. Rogers. That is right. 

Mr. Kinpay. So the character of the position has changed since 
then ¢ 

Mr. Rogers. That is right. 

Mr. Kitpay. From what you have said, would your Department 
support general legislation to cure the overall difficulty, such as the 
cases you have mentioned ¢ 

Mr. Rogers. I wouldn’t want to answer offhand, but I certainly 
think we ought to consider it. I think it is a serious problem. We 
will be very happy to consider that. 
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The CuatrrMan. Now, members of the committee, in view of what 
the Attorney General has said and the fact that these are civil service— 
they have civil-service status, is there any desire to hear these two 
gentlemen that have been acting? Because they don’t want the per- 
manent job because they will lose the security. 

Mr. Gavin. Mr. Chairman, I withdraw my request. 

The Cuarrman,. All right. 

Mr. Brooks. Mr. Chairman 

The Cuatrman. Members of the committee, I think that is a good 
hearing. I think we have all the facts. I will ask for a vote. 

All in favor of voting favorably on 1271, when his name is called, 
vote “aye.” 

Call the roll. 

Mr. Suorr. And those opposed—— 

The Cuatrman. And those opposed, “no.” 

( Rolleall) 

Mr. Smarr. Mr. Chairman, on this vote there are 22 yea’s and 
1 nay. 

The CHarrMAN. A quorum being present, 22 members having voted 
“aye” and one voting “no,” the bill, Senate 1271, is favorably reported 
to the House. 

Mr. Bianprorp. And 

The CuatmrmMan. Now, call the roll on Senate 1272. 

All in favor of voting favorably on that bill, vote “aye,” and all 
opposed, vote “no.” 

Mr. Rivers. Which one is this, Partridge or Howard ? 

The Cuatrman. It doesn’t make any difference. [Laughter.] 

(Rolleall.) ; 

Mr. Smarr. Mr. Chairman, the vote is the same on this bill, 22 yea’s 
and 1 voting nay. 

The CuatrMan. Twenty-two members having voted in the affirma- 
tive, and one voting in the negative, Senate bill 1272 is passed. 

I will report the bill, that is, both bills, and I want to ask the clerk 
to be sure that the hearing is printed before I go before the Rules 
Committee with Mr. Short to get a rule and before I take the bill 
up on the floor of the House. 

Thank you, gentlemen. Thank you very much. 

Mr. Roerrs. Thank you very much. 

The Cuamman. Thank you very much, Mr. Attorney General. 

(Whereupon, at 11:20 a. m., the committee adjourned.) 
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SUBCOMMITTEE HEARINGS ON H. R. 8675, A BILL TO PROMOTE 
THE NATIONAL DEFENSE BY AUTHORIZING THE CONSTRUCTION 
OF AERONAUTICAL RESEARCH FACILITIES BY THE NATIONAL 
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HousE oF REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE No. 3, 
Washington, D. C., Tuesday, February 14, 1956. 

The subcommittee met at 10:05 a. m., Hon. Carl T. Durham 
(chairman of the subcommittee) presiding. 

Mr. Duruam. The committee will come to order. 

We have two bills before us this morning that we would like to 
consider. The first bill we will consider this morning is the construe- 
tion bill of the National Advisory Committee for Aeronautics for fiseal 
year 1957. 

Dr. Dryden, we are glad to have you back with us again. We will 
include the bill in the record at this point and you may proceed with 
your statement in justification for the items you are asking for here 
in H. R. 8675. 

(H. R. 8675 follows:) 


[H. R. 8675, 84th Cong., 2d sess.] 


A BILL To pomote the national defense by authorizing the construction of aeronautical research facilities 
by the National Advisory Committee for Aeronautics necessary to the effective presecution of aero- 
nautical researeh 

Be it enacted by the Senate and House of Representatives-of the United States of 
America in Congress assembled, That, pursuant to subsection (b) of section | of 
Public Law 672, approved August 8, 1950 (50 U. 8. C. 151b), the National Ad- 
visory Committee for Aeronautics is authorized to undertake additional constrie- 
tion and to purchase and install additional equipment at the following locations: 

Langley Aeronautical Laboratory, Hampton, Virginia: Hypersonic tunnel, 
data-processing svstem, modernization of an existing tunnel, and an addition to 
the electric power supply system, $8,576,000. 

Ames Aeronautical Laboratory, Moffett Field, California: Improvements to 
an existing transonic tunnel and an atmosphere-entry simulator, $906,000. 

Lewis Flight Propulsion Laboratory, Cleveland, Ohio: Improvements to the 
propulsion systems laboratory and installation of a disposal system for combustion 
waste products, $5,962,000. 

Sec. 2. Any of the approximate costs enumerated in section 1 of this Act may, 
in the discretion of the Director of the National Advisory Committee for Aero- 
nautics, be varied upward 5 per centum to meet unusual cost variations, but the 
total cost of all work so enumerated shall not exceed $15,444,000. 

Sec. 3. There are hereby authorized to be appropriated not to exceed $15,444,000 
to accomplish the purposes of this Act. 
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STATEMENT OF HUGH L. DRYDEN, DIRECTOR, NATIONAL ADVI- 
SORY COMMITTEE FOR AERONAUTICS; ACCOMPANIED BY JOHN 
F. VICTORY, EXECUTIVE SECRETARY, JOHN W. CROWLEY, 
ASSOCIATE DIRECTOR FOR RESEARCH, EDW. H. CHAMBERLIN, 
EXECUTIVE OFFICER, RALPH E. ULMER, BUDGET OFFICER, 
PAUL G. DEMBLING, LEGAL ADVISER, RICHARD B. HODE AND 
ADDISON ROTHROCK, ASSISTANT DIRECTORS 


Dr. Drypren. Mr. Chairman, I think most of your members are 
familiar with the National Advisory Committee for Aeronautics, so I 
do not need to say more, perhaps, than that we have a plant value of 
approximately $318 million. This is the annual occasion when we 
appear before you for those items which are necessary to keep our 
plant modern and capable of dealing with the research problems in 
aeronautics which come before us. 

Mr. Duruam. I am sure the Congress wants you to keep yourself 
in that kind of shape, Doctor. 

Dr. Drypen. The items which are before you reflect the advances 
of aeronautics toward higher speeds and higher altitudes. I think in 
an open session I can only say that it is obvious to all of you who read 
the newspapers that we must keep out in front in the research which 
is needed in the field of ballistic missiles and in the operation of manned 
aircraft and missiles with air-breathing powerplants, as distinguished 
from rockets, for operation at ever higher altitudes. 

If the committee wishes to go into this background in greater 
detail, I think we will have to do it in closed session. 

Mr. Duruam. You just proceed on the basis of what you can give 
us and then, if we have to go into executive session, we will do so, 
Doctor. 

We would like to ask you one question before we proceed any 
further: Since the organization has grown in the last several years, are 
you having difficulty now in securing the type of personnel required in 
the type of work that your responsibilities charge you with? 

Dr. Drypren. We are having personnel problems which we are 
discussing very actively with the Bureau of the Budget and the Civil 
Service Commission. 

As you know, the demand for scientific and technical personnel 
with a background in these fields is very great. All you have to do is 
read the advertising pages of the New York Times or your own daily 
newspaper. 

Mr. Duruam. Do you feel your research work is suffering from 
that at the present time? 

Dr. Drypen. I would rather say at the moment that we are having 
increasing difficulty and are somewhat apprehensive as the salaries 
in industry spiral upward. I don’t feel, since I am not cleared by the 
Bureau of the Budget, that we can go into what we are trying to get 
through to help us in this problem. 

Mr. Duruam. These questions are important to the committee, 
of course, and we all realize the problem we have facing us, but I 
think since this is the heart of the basic research program of our whole 
aeronautical program—it not only applies to the Army, Navy and 
Air Force, but all along the line—that we are concerned about it and 
we want to be helpful if there is some way to solve it. 
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Have you lost in the last 12 months, any of your top personnel to 
industry? 

Dr. Drypren. Yes; we have lost a number of key people. It is a 
little difficult to say what all of the reasons are. I think most of the 
people who have left the Committee have gone to positions paying 
salaries from 1% to 2 times the corresponding salaries in the Govern- 
ment service. 

We have had very little difficulty in holding people against salary 
differentials of 25 to 50 percent or somewhere in this range, but at 
present the differential is becoming so large that we are having 
increasing difficulty. 

As you know, there are many very high priority development 
programs and the people charged with responsibilities for those 
programs in industry are free to take what action they think necessary 
to get the personnel. 

Mr. Durnam. What is your total personnel strength, now? 

Dr. Drypren. About 7,500, I believe, or of that order, and about 
one-fourth of these people are professional and scientific and technical 
personnel. 

Mr. Duruam. About one-fourth of them have a master’s degree 
or doctor’s degree? 

Dr. Dryprn. One-fourth with bachelor’s degree or higher. I 
can’t break it down in detail beyond that. 

Mr. DurHam. You may proceed now. 

Dr. Drypen. The first project relates to extending the speed 
capabilities of one of the unitary plan wind tunnels. You may 
recall you authorized a unitary plan wind tunnel program some 5 or 6 
years ago. These tunnels are at various locations both in the NACA 
and in the Air Force and are now in operation generally speaking— 
partial operation, at least—and it is already clear that the facilities 
at the NACA’s Langley Laboratory which have an upper speed limit 
of five times the speed of sound, need to be extended. 

Mr. DurHam. What are you going up to now? 

Dr. Drypesn. I say up to five times the speed of sound, and this 
proposal is an additional leg on this wind tunnel to go to speeds of 
the order of 10 times the speed of sound. . 

Now, I have a photograph of the existing Langley unitary tunnel. 

Mr. Duruam. Will that be the only facility we have in this category 
of 10 times the speed of sound? 

Dr. Drypren. There is one other facility partially under construc- 
tion of larger size at Tullahoma. 

Mr. Duruam. At the present time we have no such facility? 

Dr. Drypren. At the present time there is none of such size oper- 
ating. The building space is available, the electrical control equip- 
ment is available, the cooling towers are available and many of the 
other supporting facilities, so this additional leg can be constructed 
at a cost of some 2 or 3 million dollars less than we could go out and 
build a new wind tunnel for starting from scratch. 

Mr. Duruam. The power is available? 

Dr. Drypen. The power is available. It will take a new motor, 
a@ new compressor, test section, and so forth; the estimated cost is 
$6,500,000. 

The next item on the list is a data processing system for the high 
temperature structural research laboratory at the Langley Labora- 
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tory. We are finding that one way to reduce personnel costs for the 
reduction of data is by the use of high-speed electronic machines. 
We have similar systems installed in other facilities which save us 
time and manpower. 

Now, a few years ago you authorized a high temperature structural 
research laboratory which is now under construction. This facility 
will deal with the heating problems of manned airplanes. This item 
covers the data-processing system for that facility. Its estimated 
cost is $414,000. 

Mr. Duruam. Does it have anything to do with the missile pro- 
gram, Doctor? Do you do research work in that? 

Dr. Drypen. There are heating problems on the structures of both 
airplanes and missiles that travel at very high speeds. This facility 
was designed to be large enough to deal with airplane wing sections. 
It, of course, can be used for missile work as well. 

I might say that it is a long-established policy to submit to your 
committee for authorization items whose estimated costs are in 
excess of about $100,000. You might think of this item as one which 
would perhaps be covered in our annual operating budget as an item 
of equipment, but this is a special item of substantial magnitude, so 
it is put in this construction and equipment authorization bill. 

The third item deals with the problem of air-breathing engines at 
high altitude. It continues the policy of keeping our equipment 
current with the needs of the future. It is an additional group of 
exhausters to increase the altitude capability of our plant at the 
Lewis Laboratory. 

It is difficult to state the altitude at which we work in terms which 
apply generally, but the normal capacity is around 57,000 feet. 
There are various tricks for testing at conditions corresponding to 
slightly higher altitudes. This additional exhauster system will 
increase our capacity by the order of one-third at a cost of $5,317,000. 

The next item is a disposal system for combustion waste products 
at the Lewis Laboratory. Our need for this item arises from the 
increasing use of special types of fuels and the fact that occasionally 
we have found it necessary in emergencies to discharge some of these 
waste products into the stream which runs close by the plant. This 
is not a good practice. Quite properly, the community objects to 
this and in order to deal with the waste products from these fuels, we 
need to put some piping in and to treat the waste products before 
discharging them into the stream or the sewers. This project is 
estimated to cost $645,000. 

Mr. Duruam. Have you been emptying those products into the 
river there all the time, Doctor? 

Dr. DrypENn. Not as a regular thing, just under certain conditions 
of operation, or when emergencies or accidents occur. 

Mr. Duruam. Can you give the committee the type of waste 
material without divulging any secrets? Is it highly contaminated 
material? 

Dr. Drypen. Yes. We collect it in tanks. Some materials we 
can dilute and others have to be chemically treated before discharge 
into the sewer. We can deal with the problem by proper treatment. 

Mr. Kewuueuer. It is fuel; isn’t it, Doctor? 

Dr. Drypen. The products from the fuel. I can’t go into details 
in open session. We are not talking about gasoline but about special 
fuels. 
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The next item is again a matter of increasing the utility of one of 
our existing tunnels, the 7- by 10-foot high-speed wind tunnel at the 
Langley Laboratory. 

This proposal for $947,000 will enable us to get transonic operation 
for use in stability work in this facility and enable us to carry out 
static and dynamic stability investigations over the subsonic and 
transonic speed ranges. 

The next item is an air-removal system for the Ames Laboratory 
2- by 2-foot transonic tunnel. The estimated cost of $447,000 covers 
the installation of a system which will reduce the reflection of shock 
waves from the walls of the wind tunnel and thereby makes its results 
more reliable in the speed range immediately above the speed of sound. 

The next item is a power supply for the structures research labora- 
tory, $715,000. In our existing Langley structures research labora- 
tory, we are making statis tests at elevated temperatures where we 
try to simulate what we call the transient rate of heating. If you 
have a missile fired from a rest it begins to heat up as the speed 
increases and it heats up very rapidly. 

Now, by the use of quartz lamps shining on a specimen and by con- 
trolling the heat from the lamps it is possible to duplicate this history 
with regard to heating. 

It takes substantial amounts of electric power. The existing 
structures laboratory has simply the usual complement of lights and 
facilities such as you find in this building. In order to provide the 
electrical energy for these heating tests it is necessary to install addi- 
tional transformers and wiring. 

Mr. Duruam. But the power is available? 

Dr. Drypren. The power is available. This project covers a trans- 
former system and the heavy wiring to transmit the power to the 
testing machines. 

The last item on this list is a device called here ‘‘Atmospheric 
entry simulator,” $469,000, for the Ames Laboratory. 

This is an ingenious device conceived by one of our men to throw 
additional light on the problem of reentering the atmosphere without 
burning up. 

Mr. Duruam. Do we use such facilities at the present time? 

Dr. Drypen. We are building a small pilot model of this fae ‘ility 
to study the principle. Its great attraction is that it simulates the 
density varistion in the atmosphere. By firing a very tiny model 
of a missile into this simulater, the theory shows that if we can suc- 
ceed firing the model through into the model catcher without burning 
up, that a larger size would reenter the atmosphere without burn- 
ing up. 

It is a research tool. You will notice that we have put at the top 
of our list this additional leg on the Langley unitary plan wind tunnel. 
These priorities were fixed some months ago. I think if we were re- 
considering this list in view of the tremendous urgency of the ballistic 
missile program, we would move this simulator somewhat higher on 
the list than it now stands. All of the items are items that are needed, 
however. 

It is our responsibility to deal with the problems a few years in the 
future and to stay out ahead. This has become increasingly difficult 
with the great acceleration of progress in the aeronautical sciences. 
At present we are working vigorously on the problems which affect 
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directly current development projects. These are the facilities that 
we require to enable us to get some of the research information in time 
for application by the development engineers. 

Now, that is a very brief rundown on the material before you and I 
will be glad to answer any questions about it. 

Mr. Durnam. How long would it take you to complete this last 
facility, Doctor? 

Dr. Drypen. A little over a year; possibly 15 months. There is a 
diagram of it in the book that you have before you. 

Mr. Duruam. At the present time your agency has the respon- 
sibilitv—a certain part of it—in this heat problem that is involved in 
the missile program, do you not? 

Dr. Drypen. To a large degree, the designs which are now in prog- 
ress were based on information obtained from our laboratories. On 
this chart of our plant and facilities we have placed one of our research 
memorandum. ‘This is a classified memorandum which contains in- 
formation on which the present designs of ballistic missiles are based. 
Other agencies have been brought in, because of the very great urgency 
of the overall program, but the information that at the moment is 
available, came from our laboratories. A large measure of credit is 
due the Congress for its foresight in getting us the facilities which 
enable us to keep out in front. 

Some years ago you approved a gas dynamics laboratorv which has 
been grinding out information which is now being applied. 

Mr. Duruam. As far as you can see, this program you are requesting 
this year will give you the facilities that you need? I am one of those 
who has always felt, as I said before, that this is the heart of our pro- 
gram and we want to provide the facilities necessary. 

Now, this gives you all the tools that you necessarily want this year? 
Did you get everything you asked for? 

Dr. Drypren. We never get everything we ask for. 

Mr. Duruam. I shouldn’t have asked you that, possibly. 

Dr. Drypen. I would say that we are reasonably well satisfied with 
the situation. We have initiated a study as to where the technology 
is going, what tools are needed, what we are not dealing with now, and 
“9 forth, and we may come back to you next year for something much 
arger. 

Mr. Durnam. As far as you can see at the present time, all the 
basic research tools are being provided by the Congress that you need 
to carry out your basic work in research for missiles and airplanes. 

Dr. Drypgen. We foresee other needs but we have not crystallized 
them into specific projects. 

Mr. Duruam. Are there any questions from the members of the 
committee? 

Thank you very much, Doctor. I think you have given us a 
pretty good overall picture. 

Counsel will read the bill, if you please. We are not suggesting any 
amendments to the bill as it stands. 

Mr. Kevuener (reading): 














H. R, 8675 


A BILL To promote the national defense by authorizing a construction of aeronautical research facilities 
by the National Advisory Committee for Aeronautics necessary to the effective prosecution of aeronautical 
research 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, pursuant to subsection (b) of section 1 of 
Public Law 672, approved August 8, 1950 (50 U. S. C. 151b), the National Ad- 
visory Committee for Aeronautics is authorized to undertake additional construc- 
tion and to purchase and install additional equipment at the following locations: 

Langley Aeronautical Laboratory, Hampton, Virginia: Hypersonic tunnel, 
data-processing system, modernization of an existing tunnel, and an addition to 
the electric power supply system, $8,576,000. 

Ames Aeronautical Laboratory, Moffett Field, California: Improvements to 
an existing transonic tunnel and an atmosphere-entry simulator, $906.000. 

Lewis Flight Propulsion Laboratory, Cleveland, Ohio: Improvements to the 
propulsion systems laboratory and installation of a disposal system for combustion 
waste products, $5,962,000. 


Mr. DurHam. Without objection, section 1 is approved. 

Mr. KeLuLeHeER (reading): 

Sec. 2. Any of the approximate costs eneumerated in section 1 of this Act may, 
in the discretion of the Director of the National Advisory Committee for Aero- 
nautics, be varied upward 5 per centum to meet unusual cost variations, but the 
total cost of all work so enumerated shall not exceed $15,444,000. 

Mr. Duruam. I believe such a provision was carried in last year’s 
bill, was it not? 

Mr. Ketiener. That is right. 

Mr. DuruHam. Without objection, section 2 is approved. 

Mr. KeLueueER (reading): 

Sec. 3. There are hereby authorized to be appropriated not to exceed $15,444,000 
to accomplish the purposes of this Act. 

Mr. Duruam. Without objection, section 3 is approved, and H. R. 
8675 in its entirety is approved. Since the bill authorizes more than 
$1 million, its submission to the Committee on Rules is necessary. 

(Whereupon, at 10:35 a. m., the subcommittee proceeded to other 
business.) 
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[No. 57] 


SUBCOMMITTEE HEARINGS ON H. R. 8500, A BILL TO PROVIDE 
PROCUREMENT OF MEDICAL AND DENTAL OFFICES 


Hovuss or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SuscoMMiTTEE No. 2, 
Washington, D. C., Wednesday, February 15, 1956. 
The subcommittee met at 10 a. m., Hon. Paul J. Kilday (chairman 
of the subcommittee) presiding. 
Mr. Kitpay. The committee will be in order. 
We are meeting this morning to consider the bill H. R. 8500, a bill 
to provide for the procurement of medical and dental officers of the 
Army, Navy, and Air Force. The bill is as follows: 


[H. R. 8500, 84th Cong., 2d sess. } 


A BILL To provide for the procurement of medical and dental officers of the Army, Navy, and Air Force 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That sections 201 and 202 of the Army-Navy- 
Public Health Service Medical Officer Procurement Act of 1947 (61 Stat. 777) are 
amended to read as follows: 

“Sec. 201. (a) Subject to any limitation on the commissioned strength of the 
Army, Navy, and Air Force prescribed by law, the President, by and with the 
advice and consent of the Senate, may make original appointments in permanent 
grades of first lieutenant through colonel in the Medical and Dental Corps of the 
Regular Army, lieutenant (junior grade) through captain in the Medical and 
Dental Corps of the Regular Navy, and first lieutenant through colonel for officers 
appointed with a view to a designation as medical officers or dental officers in the 
Regular Air Force, in such numbers as the needs of the services may require. Such 
appointments shall be made only from qualified doctors of medicine and doctors 
of dentistry who are citizens of the United States and who have such other quali- 
fications as the Secretary concerned may prescribe for his service. 

““(b) The doctors of medicine and doctors of dentistry appointed under this Act 
shall be credited for purposes of determining lineal position, permanent grade, 
position on a promotion list, seniority in permanent grade, and eligibility for pro- 
motion with the amount of service prescribed by the Secretary concerned, but 
not less than the minimum prescribed below. A doctor of medicine or doctor of 
dentistry appointed under this Act upon graduation from medical or dental school 
may not be credited with less than four years’ service. A doctor of medicine 
appointed under this Act who has completed a one-year internship, or the equiva- 
lent thereof, may not be credited with less than five years’ service. 

““(c) The Secretaries of the Army, Navy, and Air Force may convene boards of 
officers to review the records and compute the service of each officer of the Medical 
Corps or the Dental Corps of the Army or the Navy, and each medical or dental 
officer of the Air Force, appointed under any provision of law before the enactment 
of this amendatory Act, including those Reserve or temporary officers who are on 
active duty on the date of this amendatory Act or who enter on active duty after 
that date, in order to adjust the service credited to each such officer to reflect the 
service authorized to be credited to officers appointed under this Act. When that 
adjustment is made, such officers shall be given precedence for promotion purposes 
or advanced to a lineal position in accordance with their adjusted dates of rank. 
If, as a result of readjustment of service credit under this section— 

(1) an officer of the Army or the Air Force is made eligible for promotion, 
he shall be considered for promotion by the next selection board considering 
officers of his grade and category; and 
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“*(2) an officer of the Navy attains lineal position equivalent to an officer 
who is serving in the next higher grade, or who is on a promotion list to that 
grade, he may be promoted thereto on the recommendation of a board of 
officers convened under this subsection, and assigned a lineal position in the 
higher grade appropriate to his adjusted service credit. 

‘‘(d) Each officer of the Medical Corps or the Dental Corps of the Army and 
each officer in the Air Force with a view to designation as a medical or dental 
officer, who is appointed as a temporary officer under the provisions of subsection 
515 (e) of the Officer Personnel Act of 1947 (61 Stat. 907) after the enactment of 
this amendatory Act, shall upon entering on active duty be credited with the 
amount of service authorized by subsection (b) of this section to be credited to 
officers appointed under this Act. 

““(e) Notwithstanding any other provision of law, including those relating to 
selection for promotion, a doctor of medicine or a doctor of dentistry who is 
appointed under this Act or any other provision of law may be temporarily pro- 
moted to the grade of captain in the Army or the Air Force, or lieutenant in the 
Navy, as the case may be, at any time after one year after completion of medical 
or dental school. 

“(f) An officer of the Medical Corps or Dental Corps of the Navy appointed in 
the grade of lieutenant (junior grade) shall be assigned as his running mate the 
junior line officer in the grade of lieutenant (junior grade) with the same date of 
rank, 4 if there is none, the junior line officer of that grade with next earlier date 
of rank. 

“Sec. 202. The Secretaries of the Army, Navy, and Air Force may from time 
to time prescribe regulations necessary for the administration of this title within 
their respective departments.” 

Sec. 2. Section 202 (a) of the Career Compensation Act of 1949 (63 Stat. 807) is 
amended as follows: 

(1) By striking out the period at the end of clause (6) thereof and inserting 
**- and”’ in lieu thereof. 

(2) By adding the following new clause at the end thereof. 

(7) For each officer of the Medical Corps or the Dental Corps of the Army or 
the Navy and each officer appointed in the Air Force with a view to designation as 
a medical or dental officer, that part of the service credited to him for his profes- 
sional education and internship training under subsections 201 (b), (c), or (d) 
of the Army-Navy-Public Health Service Medical Officer Procurement Act of 
1947, as amended, or section 201 of the Reserve Officer Personnel Act of 1954 
(68 Stat. 1150), but not more than five years in the case of a doctor of medicine 
or four years in the case of a doctor of dentistry.” 

Sec. 3. The Officer Personnel Act of 1947 (61 Stat. 795) is amended as follows: 

(1) By repealing so much of sections 211 (e) (1) and 311 (d) (3) as relates to 
officers of the Medical Corps and Dental Corps of the Navy. 

(2) By striking out the following words in the second sentence of section 506 (c): 
“each person appointed and commissioned an officer of the Medical Corps of the 
Regular Army shall, at time of appointment, be credited with an amount of service 
equal to four years; each person appointed and commissioned an officer of the 
Dental Corps.”’. 

(3) By striking out in section 506 (e) the words “the Medical Corps, the Dental 
Corps, and’’. 


The bill before us, for practical purposes, accomplishes three things: 
It increases the amount of constructive credit that may be granted to 
a physician from 4 to 5 years; it increases the amount of constructive 
credit granted to a dentist from 3 to 4 years; it permits this construc- 
tive credit to be counted for longevity pay purposes, and it permits 
individuals to be promoted to the grade of captain in the Army and 
Air Force, or lieutenant in the Navy, following their appointment as a 
medical or dental officer at any time after 1 year following completion 
of medical or dental school. 

The situation with regard to physicians and dentists in our Armed 
Forces is extremely acute. For example, of the 10,389 doctors in the 
Medical Corps of the respective services, on November 30, 1955, only 
3,347 were Regulars. In the Dental Corps, of a total of 6,104, only 
1,430 were Regulars. 
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In fiscal ‘higg 1955 you might be interested to know 13 medical 
officers of the Navy were integrated as Regulars. As against this, 
151 Regular Navy physicians resigned, and 50 were separated for other 
reasons. 

Mr. Rivers. In 1955? 

Mr. Kixpay. In fiscal 1955. I mention this just to give you an 
idea of the complexity of the problem we face. 

The committee will, of course, want to go into this matter thor- 
oughly in an effort to determine what this proposed legislation will 
accomplish, and of more particular significance, whether the bill as 
written will make any substantial contribution to this serious 
procurement problem. 

Our first witness this morning is Dr. Berry, the Assistant Secretary 
of Defense. He will be followed by Dr. Howard Rusk, and then 
Department of Defense witnesses. 

omorrow we will hear from the American Medical Association, 
the American Veterinary Medical Association, and the American 
Dental Association. 

Before we start with the witnesses this morning, the Chair would 
like to state we are honored this morning to have with us the chairman 
of the Defense Committee of Norway and members of his committee, 
I would like to have these gentlemen stand, so that we may welcome 
them to our meeting. [Applause.] 

We are pleased and honored to have you with us, and we hope that 
our meeting will prove interesting and you will stay with us just as 
long as you can this morning. You are welcome here, indeed. 

Our first witness this morning is Dr. Berry. 

Dr. Berry. Mr. Chairman, members of the committee. 

Mr. Kiupay. Go ahead with your statement. 

Dr. Berry. I am Frank B. Berry, Assistant Secretary of Defense, 
Health and Medical. I appreciate the opportunity of appearing be- 
fore your subcommittee in support of H. R. 8500. 

The purpose of this legislation is an effort to make a military career 
more attractive for physicians and dentists. 

I have become increasingly concerned over this problem. The losses 
of career medical and dental officers have reached alarming propor+ 
tions, and unless effectively checked will seriously compromise the 
ability of the respective military medical services to carry out their 
medical mission. 

During the past 2 fiscal years, 1,000 career medical officers have 
been separated from the service, 808 by resignation of their commis- 
sion. In the same period of time only 350 have been taken into the 
Regular Corps and the majority of these have entered for the purpose 
of obtaining residency training. At this rate, in a few years the 
Regular Corps would almost cease to exist. 

The military departments have made many detailed studies of this 
problem, and in June 1955, the Secretary of Defense established a 
special interservice task force to explore all phases of the problem 
and present recommendations for its solution. The findings of this 
group will be presented to you in detail by subsequent. witnesses. 

The results of these studies indicate many reasons why physicians 
and dentists prefer to practice their profession in civilian communities 
rather than in the military. They include: Less frequent moves, 
greater family stability, more adequate housing, greater prestige, and 
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better pay. The most frequent reasons given for lack of interest in a 
military career are (1) inadequate pay, (2) lack of promotion oppor- 
tunities, (3) frequent moves and greater separations from families, 
(4) inadequate housing, and (5) a general dislike to the military life, 
or preference for their own civilian type of life. 

There are unquestionably other factors, but these are the most 
important. 

The military departments have done everything possible within 
existing Jegislative and administrative authority to improve the attrac- 
tiveness of a military career for physicians and dentists. Assignments 
have been stabilized to the greatest extent possible, and promotions 
have been accelerated. We have redoubled our efforts to increase 
professional prestige by permitting greater attendance at professional 
meetings ant by further improving professional training programs in 
all of our hospitals. Previous restrictions on voluntary retirement. 
after 20 years of active duty have been modified. 

With respect to the possibility of utilizing greater numbers of 
civilian physicians and dentists, there are limits on the number that 
can be utilized and more importantly on the number that can be 
procured. Furthermore, the utilization of civilian physicians and 
dentists is not the solution to the problem of building a strong, 
properly motivated regular corps. Career military medical and 
dental officers are essential. One-third of our military personnel are 
overseas and they in particular require uniformed medical personnel 
to provide care and to insure healthy fighting men with combat 
readiness. There are 2,000 medical facilities or units throughout 
the world, many in remote locations, each requiring one or more 
military physicians. 

Many spe¢ialties, such as aviation, submarine, and atomic medicine, 
medical logistics, and readiness planning are an integral part of military 
medicine. At the present time, because of a shortage of career 
medical and dental officers, certain serious deficiencies exist in the 
medical departments of the three services. There is inadequate 
advanced training in military planning and logistics. Our medical 
intelligence service is extremely limited, even though we have missions 
‘all over the world. I have been greatly concerned by the number of 
deaths in aircraft accidents in the course of routine operational 
flying—among officers, officer candidates, and crewman—both Air 
Force and Navy. I firmly believe that some of these deaths are 
attributable to insufficient career medical personnel and lack of 
intimate association between flight surgeons and crews. These are 
essential phases of military medicine which should receive high priority 
by the services and yet have to be omitted because of the present 
pressure of the need for medical care for the serviceman. 

As I have stated, we are now losing experienced physicians and 
dentists at an alarming rate. For every 2 of these highly qualified 
and experienced career officers lost, we are able to recruit only 1 
inexperienced officer to replace them. 

To correct this critical situation, action must be taken—and taken 
now—to provide greater incentives for increasing the number of 
physicians and dentists who volunteer for military service. The 
alternative is a continuation of the admittedly discriminatory special 
doctor draft law, which is wasteful of dollars and scarce professional 
manpower, and objectionable to everyone concerned. 
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If we can build up the strength of our regular corps sufficiently to 
fill the major portion of our needs, then with the expiration of the 
special doctor draft law we shall be able to fill our remaining require- 
ments with physicians and dentists who were deferred from military 
service under the regular draft to complete their education. 

I firmly believe that H. R. 8500 will be a big step forward in our 
efforts to make a military career more attractice for physicians and 
dentists. 

Mr. Kiupay. Thank you, Dr. Berry. 

Are there questions from members of the committee? 

Mr. Rivers. Is Dr. Berry going to be available for questioning 
later? 

Mr. Kiupay. You will be available at any time? 

Dr. Berry. Yes, sir; I shall be. 

Mr. Kitpay. Then that will be all at this time, Doctor. I am sure 
that as we progress we will want to hear from you further on details. 

Dr. Berry. Yes. 

Mr. Kiupay. Our next witness is Dr. Howard Rusk, Chairman, 
Health Resources Advisory Committee, and National Advisory 
Committee to Selective Service. 

We are pleased to have with us the gentleman from Missouri, 
Chairman Cannon, chairman of the Committee on Appropriations. 

Mr. Cannon. 

Mr. Cannon. Mr. Chairman, I appreciate the opportunity of 
appearing before you in this committee this morning, and | particularly 
appreciate the opportunity of presenting Dr. Rusk. 

Always after every war there has been a great body of maimed and 
wounded men so handicapped as to present one of the great problems 
of the time. It is in this field of rehabilitation that Dr. Rusk has made 
his first reputation. But he has gone on and he is today one of 
America’s most distinguished men, he is a man of national and inter- 
national reputation. He has many interests. He serves on the 
editorial staff of the New York Times, and he appears today as 
Chairman of the Citizens Advisory Committee, a committee of 
which he has been Chairman ever since its organization some 6 years 
ago; he was appointed by President Truman, and again appointed 
by President Eisenhower. 

He is in a position, I think, to give this committee the most authori- 
tative information that could be given on the subject. 

I take pleasure, Mr. Chairman, in presenting Dr. Rusk. 

Mr. Kiupay. Thank you, Mr. Cannon; thank you for coming 
in. 

Dr. Rusk, do you have a prepared statement? 

Dr. Rusk. I do not, sir. 

Mr. Kitpay. Then you can proceed in your own way, sir. 

Dr. Rusx. Thank you. My name is Howard A. Rusk, I am 
physician; I am professor and chairman of the department of physical 
medicine and rehabilitation at New York University Medical Center, 
and a brigadier general in the Air Force Reserve. 

I am appearing here today as Chairman of the Health Resources 
Advisory Committee in the Office of Defense Mobilization, and the 
Chairman of the National Advisory Committee to Selective Service. 

With your permission, sir, I should like to outline briefly the history 
of the formation of this Committee, and its functions. 








5864 


Mr. Kitpay. Go ahead, please. 

Dr. Rusx. The first Committee was appointed at the suggestion of 
President Truman, and by Mr. Symington, who was then head of the 
National Security Resources Board, on August 30, 1950, with the 
following directive: 

This committee is to provide at regular intervals a form for discussion and 
resolution of interdepartmental problems relating to utilization of national health 
resources, including hospitalization, health, manpower, mobilization, and health 
services. 

I desire that other departments and agencies of the Federal Govern- 
ment cooperate fully. 

The Committee was formed, and the first of this week we had our 
108th meeting. We met regularly every 2 weeks for the first 3 years. 
The members of the Committee, two of the original Committee have 
died, Dr. James Sargent, from Milwaukee, and Dr. John Pastore, 
head of the hospital council from New York. The present Committee 
is Dr. Harold Diehl, dean of the medical school at the University of 
Minnesota, Dr. Allen Gregg, vice president in charge of medical affairs 
of the Rockefeller Foundation, Dr. William Shepard, who is vice 
president and in charge of medical affairs of the Metropolitan Life 
Insurance Co., and formerly professor of public health at Stanford 
University; Dr. Edwin Crosby, formerly head of the Johns Hopkins 
Hospital, and now director of the American Hospital Association; 
Miss Ruth Sleeper, director of the school of nursing at the Massachu- 
setts General Hospital, and our dental member, Dr. Harold Oppice, 
of Chicago; our last member, Dr. Francis Braceland, who was formerly 
head of the psychiatric department at Mayo Clinic, and is now the 
director of Institute of Living in Hartford. 

President Truman, after the passage of the doctors’ draft law, when 
provision was made for a National Advisory Committee, appointed 
this Committee to serve in that capacity. 

Feeling that the problems were interrelated, and that the basic 
problem of the Committee was to try to give advice on the division 
of the loaves and fishes, of which there were just not enough to go 
around. 

The Committee appointed in every State a State chairman, a physi- 
cian, and the basic committee in each State was a physician, a dentist, 
and the public health officer. They appointed the other members of 
the committee, and the subcommittees within the State to go into 
problems at the local level as they deemed necessary. 

I would say that of the original State chairmen appointed 6 years 
ago, that more than 80 percent are still serving in that capacity. 

Our problem, as I have said, has been one of a doctors shortage, 
and to try to take an overall view of the problems, the medical prob- 
lems, both civilian and military. We have the same proportion of 
doctors per thousand people in the United States today, 0.25, as we 
had in 1941. It has been a difficult problem because there have been 
vacancies in critical places in medical service throughout the Nation 
before and since the inception of this committee. 

For example, there are estimated to be 2,000 unfilled positions in 
industrial medicine. The last report from the Veterans’ Administra- 
tion, there were more than 300 unfilled vacancies in the Veterans’ 
Administration.. There are more than 250 positions in American 
medical schools unfilled, and a recent survey has shown us, in which 





























5865 


we have contacted all of the States, Alaska, and Hawaii, and have had 
replies from 41, that there are more than 1,500 communities who are 
strenuously seeking physicians, and who have none. 

That has been our problem, plus the fact that within the last 6 
months for the first time in the history of this country we have passed 
the Biblical three score and ten years expectancy concerned, and the 
aging population bringing with it the high instance of chronic disease 
and disability, has provided another real need, as far as civilian medi- 
cine is concerned. 

Just as an example, we have 1,500,000 individuals in the United 
States who had strokes of apoplexy. In the past it was felt that this 
was a hopeless situation. With modern rehabilitation techniques it 
has been shown that 90 percent of these individuals can be taught to 
walk and to live noninstitutional lives, and more than a third can go 
back to some kind of gainful work. 

There are well over a thousand shortages in position vacancies for 
individuals trained in rehabilitation. So that has been the problem 
from the civilian side. 

As you gentlemen well know that in World War II we operated on a 
physician-troop ratio of some six. In demobilization in 1947 at one 
time when demobilization of the troops in general got ahead of the 
military, it went as high as seven. When Korea came in we have five. 
The ratio of need and utilization problems have been studied by a 
number of groups, as you well know, beginning with the Eberstadt 
task force of the first Hoover Commission, the Hawley board, Cooper 
committee, the Health Council in the Department of Defense, and 
the ratio has been vastly reduced. It has been reduced, if my memory 
is correct, to 4.7 in 1953, 3.6 in 1954, and down to just above 3.2 last 
year. 

I think it is to the everlasting credit of the military that they have 
done a magnificent job with a reduced number of physicians, for with 
this reduced ratio, even with a terrain and the long lines of communi- 
cation, and the problems of tropical disease, and everything that went 
into the fighting in that theater, we had the lowest mortality, the 
lowest morbidity, the lowest noneffective rate of any war in the 
history of the world. And that was done primarily entirely by the 
military, by better utilization, by cross-servicing, and many of thé 
things which you all are most familiar with. 

We, too, have been deeply—well, may I say one other thing: In 
addition to weighing these problems, our committee has had other 
problems in the shortage line. We have published 2 volumes on 
mobilization and health manpower, 1 on the problems of physicians, 
dentists, and nurses, and 1 that has just come out in the past 2 weeks, 
on ancillary, social workers, counsellors, and so forth, which is even 
more disturbing than that of the physicians. 

Mr. Krupay. You will file those with the committee, will you, 
Doctor? 

Dr. Rusk. Yes, sir. 

In addition, we have had a task force on hospital services which has 
studied how patient care can better be given with fewer personnel, and 
that has all been documented. We have had a special task force on 
the utilization of the disabled in industry, and our economy in general, 
and that has been widely distributed to industry. 
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We have had the problem of coordinating the national blood pro- 
gram which in the early 1950’s was a real problem in the Committee on 
Blood, which acted in that capacity. 

Now, the committee was asked to continue on in a letter, dated 
March 14, 1953, by President Eisenhower, in which he stated that— 

I have read with interest a summary of the activities of the Health Resources 
Advisory Committee and I am impressed with the significant contribution which 
you and your associates have been making to the mobilization effort. The health 
of both our military services and our civilian population is fundamental both in 
peacetime and in the present emergency, and every effort must continue to be 
made to insure full utilization of both our civilian and military health resources. 

With you as Chairman, I would deeply appreciate you and your Committee 
continuing to serve in your present capacities as the Health Resources Advisory 
Committee to the Office of Defense Mobilization, and as the National Advisory 
Committee to the Selective Service System as provided for by Public Law 779 
I would also appreciate your continuing to serve as Chairman of the Interagency 
Health Resources Advisory Council. 

That Council meets every 2 to 4 weeks, and the members are the 
heads of all of the health services in the various divisions of the 
Government. When we have a sandwich and a cup of coffee, and 
discuss informally around the table mutual problems. It has been 
most interesting to us on the committee, and most instructive. 

As to the bill under discussion today, our committee saw the pres- 
entation of the task force when it was made to us in August. We 
recognized the problems; we feel that the only solution is a career 
incentive program of the type that can attract and hold career officers 
in the service. We so wrote to Dr. Berry our complete delight at 
such a program, and an offer to assist in any way in bringing this 
program about. We feel it is fundamental in the entire future of the 
program. 

We recognize the problems of training and the shortages of special- 
ists, especially in the years 1958, 1959, and possibly in 1960. We 
have made many studies in depth, and talked to many people about 
these problems, and how they might be met. And in your letter that 
was one of the questions, and I thought that I might comment on 
what we had done, and why we had taken such action. 

In discussing the dearth of 900 internes for the coming year for 
residency training, it was the feeling of the committee that it would 
be more desirable to limit this to the coming year to 500, because you 
know the figures probably better than I, that this is the peak year of 
need, and that for every 1 of 400 that go into service it takes out of 
practice an individual beyond the age of 45. 

Now, studies that we have made have shown that these individuals 
carry the bulk of the medical service load to the civilian population. 
Sixteen percent more than any other age group. 

We have here a list of 577 communities in which the individual may 
be the only physician, or he may be working in a community where 
there are 1 to 4,000, 1 to 5,000, 1 to a whole county, and we were 
disturbed about pulling these individuals out of community service, 
and also from the medical schools and the hospital services while 
leaving the interne in the same institution. 

From our figures, and we have just received the new figures from 
the Department of Defense, it seemed that with the tightening of 
the belt during this period, if it could be worked out so that on the 
same basis that the Veterans’ Administration was able to use con- 
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sultants and attendants, that we might get over this period of time 
without dislocating the services in these communities. And, second, 
in reviewing the figures next year when there will be ample, so that 
1,200 or 1,500 could be excused for continued training next year, 
that was the reason for our recommendation that only 500 be taken 
this year. 

However, in light of the new figures that have come to us from the 
Secretary of Defense’s office, Dr. Diehl, who is the man on the com- 
mittee who is most familiar with this problem, is staying over the 
next 2 days to go over our figures with those of the Department of 
Defense to see where our differences lie, and we are happy to take 
this under consideration again, and to furnish you with our figures 
and the reasons why we came to this conclusion. 

I will say again that we have appreciated the privilege of serving 
in that capacity. The committee and I appreciate the opportunity 
to outline briefly what this committee is, to tell you again that it 
has been a difficult job to try to meet the needs of both groups. 

I think that summarizes briefly my statement. 

Mr. Kitpay. Thank you, Dr. Rusk. 

Are there questions from members of the committee? 

Mr. Bates. 

Mr. Bares. Doctor, if I understand correctly, the function and 
scope of your committee is to study the pie and to allocate the services 
as best you can. But is it confined to that, or do you also have the 
authority to inquire into the basic cause of this problem, namely, the 
shortage, overall shortage of doctors? 

Dr. Rusx. Well, I think we have the basic authority to inquire into 
the overall situation. We know, for example, that the medical schools 
have increased their output since the war by 34 percent, but with the 
population increase and the needs of the service we are still in short 
supply. We have had witnesses and discussions interdepartmentally, 
for example, on aid to medical education. The legislation that is now 
pending on the allocation of funds to build more facilities, which we 
think is fundamental, is a fundamental start. 

On getting more physicians to meet this shortage: Yes; we have 
considered those matters. 

Mr. Bates. Most of the legislation of this nature more or less has to 
do with the distribution of the pie rather than correcting the cause of 
the problem which we have. Do you have any estimate of the time, 
if these various programs which you mentioned are implemented, 
when the supply and demand will be fairly well in balance? 

Dr. Rusk. No, sir; I couldn’t. It depends on how rapidly they are 
implemented. I think if funds are available for more laboratories, 
for more medical teaching facilities, that the more quickly we get them 
the more we could train. But I couldn’t estimate as to time. 

Mr. Kiupay. Mr. Rivers. 

Mr. Rivers. Dr. Rusk, I want to compliment you on your presen- 
tation, and tell you that I share the concern that you have shown us 
here this morning on the overall picture. And, of course, we are in 
the same business you are in. 

Dr. Rusk. Yes, sir. 

Mr. Rivers. Trying to take care of what we got. 

I want to understand exactly what your job is. You have two 
hats. 
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Dr. Rusk. Yes, sir. 

Mr. Rivers. One of them is the ODM hat. 

Dr. Rusk. Yes, sir. 

Mr. Rivers. Is that the Meiling committee? 

Dr. Rusk. No, sir. 

Mr. Rivers. And No. 2 is the hat that we created and gave you 
to advise—— 

Dr. Rusk. Yes, sir. 

Mr. Rivers. The Selective Service. That is wherein you have 
these various committees in the various States; isn’t that right, sir? 

Dr. Rusk. Yes, sir. And may I interrupt to say—— 

Mr. Rivers. Yes. 

Dr. Rusx. That we have also asked these committees to advise 
us on problems as it pertains to mobilization. So they, too, wear two 
hats. We have been able to call on them on problems of the national 
blood program, as it obtains to their local communities. So they have 
helped us in that, too. 

Mr. Rivers. When you say ‘‘we,’’ when you refer to “we,’’ what 
committee are you talking about? 

Dr. Rusk. Well, the committee that wears two hats, to both 
. committees, sir. 

Mr. Rivers. Do both of the committees advise the President 
and the Secretary of Defense? 

Dr. Rusx. The committee in the ODM advises Mr. Flemming. 

Mr. Rivers. Advises Mr. Flemming? 

Dr. Rusk. Yes, sir. And the selective service committee advises 
General Hershey. 

Mr. Rivers. Which one authorizes you to cut down the residency 
directive placed on your shoulders; which committee does that? 

Dr. Rusk. I think that that would probably be the advice to 
selective service, in that we have been charged that we are to take 
and overlook both the civilian and the military needs. 

Mr. Rivers, this is just our advice, it is the best that we have 
been able to come to a conclusion. 

Mr. Rivers. I haven’t started fighting you yet. I don’t have 
any intention of doing it. All I want to do is just find out where 
these authorities come from, just what you have in prospect. 

Dr. Rusk. Yes, sir. 

Mr. Rivers. Now, the Selective Service Act would make available 
a pool of about 1,800, I think that is right, about 1,800, for residency 
purposes. They would be deferred and go and get all this training 
and come back in service, and they would be placed in the service 
at that point. 

Well, instead of putting that 1,800 in the residency institutions 
that has been cut down to how large a figure, Dr. Rusk? 

Dr. Rusk. Well, it was our suggestion that there be 500 taken 
this year. 

Mr. Rivers. Five hundred taken this year? 

Dr. Rusk. Instead of 900. 

Mr. Rivers. Instead of 900? 

Dr. Rusk. Yes, sir; and that it be made up out of next year when 
there will be an excess. 

Mr. Rivers. Be an excess? 

Dr. Rusk. Yes. 
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Mr. Rivers. In the meantime what happens to these class 3 doctors 
that we have been trying to get to serve their time and generation 
before age catches them? 

Dr. Rusk. Well, these individuals in critical situations will stay in 
practice to meet the needs of the community. 

Mr. Rivers. All right. That is the theory whereby you haven’t 
touched one of these people who have never served a single day since 
they became doctors of medicine or dentistry? 

Dr. Rusk. That is right. If the local committee said that they 
were essential, if the State committee said that they were essential, 
and then it came to us for review, and we felt it was necessary for 
the health of that community. 

Mr. Rivers. And in each case each one of those deferred was so 
recommended by the local advisory group? 

Dr. Rusk. I know of no instance, I can recall no instance when it 
was not; no, sir. 

Mr. Rivers. And in the meantime the military went down to that 
point, I think you said 3.2; now, whereby they have difficulty fulfilling 
the mission, primarily, that is, assigned to them; is that correct? 

Dr. Rusk. Well, 1 think that their mission is being fulfilled, sir. 
I think that the record stands of the magnificent 

Mr. Rivers. The mission is now fulfilled at 3.2 overall—— 

Dr. Rusk. The yardstick that we have used to measure that has 
been the magnificent health record of the Armed Forces. 

Mr. Rivers. All right, sir. 

Dr. Berry said that during the past 2 years a thousand career 
medical officers have been separated, 800 by resignation, in the same 
period 350 have been taken into military, so if things go like they 
are. going now, that is going to be a self-liquidating proposition; 1s 
that correct? 

Dr. Rusk. Very serious; yes, sir. 

Mr. Rivers. If what Dr. Berry said is true, somebody is mistaken, 
either you or Dr. Berry, I don’t care what you say about next year’s 
rosy picture, am I not correct, with the population increasing and 
the attrition and all of these various and sundry factors coming about? 

Dr. Rusk. Well, it was our feeling that this bill that is under dis- 
cussion today was designed to correct that particular thing. 

Mr. Rivers. All right. Now, when we pass this other bill to give 
the medical care to dependents and the like, with both the pode 
and the military having a clear-cut mission by law, and not by direc- 
tive, by law, not by directive, which do you think is going to be the 
harder hit, the military or the civilian? 

Dr. Rusk. As far as picking up the dependent load? 

Mr. Rivers. Yes, sir. 

Dr. Rusx. I would think that the civilian. 

Mr. Rivers. You think the civilian? 

Dr. Rusk. If I understand the situation correctly, and that is 
that the dependent care which our committee has always believed is 
the right of the individual in service, that it is an obligation, but we 
have also felt that there has been a maldistribution, in that if I live 
near a large base my family can get care, if I go overseas, and they 
are in an isolated area, and there is no place nearby, they have had 
to purchase it. 
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I believe that the present dependent care bill will correct that in- 
equity, and also make possible for these individuals to have care both 
in civilian and military installations. 

Mr. Rivers. So from what you understand about our other bill 
you favor it? 

Dr. Rusk. Yes, sir; absolutely. 

Mr. Rivers. And you favor it by law that that is a right we ought 
to grant them by law to give them some kind of attention? 

Dr. Rusk. Yes, sir. 

Mr. Rivers. Now, do you have the Surgeons General with voice on 
your committee, on either of these two committees? 

Dr. Rusk. No, sir. 

Mr. Rivers. Where do you get your information on the plight of 
the military? 

Dr. Rusk. Well, they come from the Department of Defense, Dr. 
Berry, the Surgeons General from time to time come to us, send us 
their reports, we have discussed these problems with them. 

Mr. Rivers. You invite them to sit in in the sanctums of your 
committee? 

Dr. Rusk. Yes, sir. I think there is rarely a meeting that we have 
had that some member has not been in for a period of discussion. 

Mr. Rivers. You never had all three of them together, though, 
have you? 

Dr. Rusk. Yes, sir. 

Mr. Rivers. And their information goes to you through Dr. Berry, 
mostly? 

Dr. Rusx. Mostly; yes, sir. 

Mr. Rivers. Yes. So as a matter of fact in all deference to Dr. 
Berry, he certainly has great integrity and fine service he has ren- 
dered just like you have done, and I am not reflecting on you and 
don’t intend to because we are in the same business, they don’t have 
a voice on either of your committees, as such? 

Dr. Rusk. No, sir; the committee is the only one that has the voice. 

Mr. Rivers. That is all, Mr. Chairman. 

Mr. Kiipay. Any other questions of Dr. Rusk? 

Mr. Witson. Mr. Chairman, I don’t know whether Dr. Rusk 
would be in a position, but I think this committee should have some 
statistics and facts on the percentage of doctors to population over 
a period of years, and also the percentage of doctors to military 
strength. I wonder if those statistics would be available to us. 

Mr. Kiupay. In addition to what the doctor has given? 

Mr. Wison, Yes. 

Dr. Rusk. We will be happy to give them to you in detail, and 
also our analysis of this specialist problem. 

Mr. Witson. I mean even going back prewar to the thirties, if it 
is possible, and perhaps even a comparison of this country with some 
foreign countries. 

In other words, really some background information on the number 
of doctors. 

Dr. Rusx. That is available, and we can furnish it and will be happy 
to do so. 

Mr. Kityay. You will furnish that? 

Mr. Rusk. Yes, sir. 

Mr. Rivers. Could I ask one more question? 
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Is there any remote intention on your part, or those of your com- 
mittee, that some time you may have to get priority 4 boys which 
we by law directed to be deferred until that class 3 is first tapped? 

Dr. Rusk. Well, we had word from Colonel Eanes yesterday that 
Selective Service was going to examine all men through age 45. 
Then we will have to consider the next step, Mr. Rivers. - It depends 
on many things, I think, particularly one is the size of the Armed 
Forces in the future, and many intangibles that I don’t believe 
that I could predict with accuracy about it. 

Mr. Rivers. I want to get—I will let Mr. Blandford take over. 

Mr. Kinpay. Mr. Blandford. 

Mr. Buanprorp. I would like to ask Dr. Rusk several questions. 

What is the age of the oldest doctor now being drafted under the 
doctors’ draft law? 

Dr. Rusk. May I ask Dr. Barton to answer that? 

Mr. BLanpForp. Yes. 

Mr. Kiipay. Come up to the table. 

Dr. Rusk. If these are questions on statistics, may I ask Dr. 
Diehl to come up because he is most familiar with that. 

Mr. Kinpay. Yes, Dr. Diehl. 

Dr. Rusx. Dr. Barton is the staff director of the Selective Service 
Advisory Committee, and Dr. Diehl has been a member of both 
committees since they were organized, and was a member of procure- 
ment and assignment during World War I. 

Dr. Barton. Mr. Chairman and Mr. Blandford, to answer your 
question, draft has gone up to almost 40 as far as physicians are con- 
cerned. It has gone over 40 as far as dentists are concerned. 

Mr. BuanpForp. Therefore, you have not passed the age of 40 vet 
in drafting physicians? 

Dr. Barton. There might be a few exceptions, but not as a general 
rule. 

Dr. Dirrxu. Might I add, there might be an exception to that in 
priority 1 or 2 because there is no age limit there. 

Mr. BLuanpForp. Yes. By reducing—whoever reduced it, and I 
don’t know yet who reduced this deferment problem for residency 
training from 900 to 500 

Mr. Rivers. Dr. Rusk takes that responsibility, don’t you? 

Mr. Buanprorp. He said he advised. 

Mr. Rusk. We are only advisory. 

Mr. Rivers. You mean you don’t know who did it? 

Dr. Rusk. I know that we gave the advice, that it was our best 
advice, that only 500 be taken instead of 900. 

Mr. Buanprorp. Now, when someone only allows 500 graduate 
interns to be deferred to take residency training that, of course, re- 
duces the number that would be deferred by 400 under the bill Con- 
gress worked so hard and long with, and as a result that means that 
400 doctors in priority 3 are not being drafted. That is a reasonable 
assumption? 

Dr. Rusk. That is right, in the older age group. 

Mr. BLaNnpForb. So those doctors that are not being drafted in 
priority 3, and passing the age of 40, for practical purposes, are home 
free, 

Now, we still have the draft law up to age 46. I presume that by 
taking this action, and by saving 400 doctors who are in priority 3, 
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it is hoped that the special doctors draft law will expire in 1957 and 
therefore those doctors who were in priority 3 who were liable for 
induction who would have been drafted had these resident people 
been deferred to take residency training, will not have to serve at the 
expense of the 400 who would otherwise have been deferred; is that 
reasonable? 

Dr. Rusk. Well, it is our hope not to save the doctors but to save 
the health services for the community. 

Mr. BuanpFrorp. Well, now, let me ask this question, Doctor: Do 
you believe that there is now a proper utilization of physicians in 
the armed services? 

Dr. Rusx. Well, I think it has improved tremendously, but. I still 
think as there is in civilian life, in civilian hospitals in any program, 
that it is a matter for continuing study, and I think the armed forces 
will continue to make improvement. 

Mr. Buanprorp. You believe the ratio can be reduced below 3.2 
now? 

Dr. Rusk. Well, as we wrote Dr. Berry some months ago, we have 
no fix on the ratio of 3.2. We have no specific means of knowing 
whether it is exactly right, whether it is too much or too little. 
I think the feeling is that now that it is certainly very close to the 
line as far as too many are concerned, that we think it is about right 
from the information that we have been able to gather from spot visits 
by the committee, from discussion with individuals. 

They may have to have some more. Dr. Berry, as you know, has 
a committee that is studying this problem, and again the matter was 
brought to Dr. Flemming’s attention by the President on February 
24, 1955, in which he wrote as follows—may I read this? 

Mr. Kitpay. Go ahead and read it. 

Dr. Rusk (reading): 

- IT am deeply concerned, as I know you are, over the critical shortage of profes- 
sional personnel to meet the health needs of the Nation. 

It was with reluctance that I have recommended to the Congress the con- 
tinuation of the special statute under which doctors and dentists may be drafted, 
realizing that every physician or dentist drafted means less service to the civilian 
population, and a possible curtailment of teaching, training, and research pro- 
grams. However, as a defense measure, I felt such a continuation was necessary. 

I would like you to seek to assure that maximum economy is observed in the 
use of doctors and dentists by the military services, and to request your Health 
Resources Advisory Committee to explore all possible measures for keeping to a 
minimum the disruption of our civilian health needs and our mobilization require- 
ments while providing military necessities. I believe that it should be possible 
for the Secretary of Defense to conserve military professional personnel both by 
(1) reevaluation of individual precise assignments to insure that maximum use is 
being made of professional skills and training, and (2) the greater utilization of 
civilian services and facilities in providing care to servicemen and their depend- 
ents. 

I shall anticipate a report from you as to the best possible program to achieve 
these ends. I am sending a copy of this letter to the Secretary of Defense with 
the enclosed covering note. 

Mr. Bianprorp. Who is that signed by, Doctor? 

Dr. Rusx. Dwight Eisenhower. 

Mr. Buanprorp. Dr. Berry testified that because of a shortage of 
career medical and dental officers, certain serious deficiencies exist 
in the medical departments of the three services. : 

And he called attention to the medical intelligence service, logistics 
and training, and the sharp, or at least, what he considered, an un- 
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necessary high death rate in aviation accidents. So according to Dr. 
Berry we have a serious deficiency in the armed services on the basis 
of the existing ratio. 

Now, your point, and I know that this is just a question of robbing 
Peter to pay Paul, that is the game we are all in here, as you stated 
at the outset, it is @ question of doctor shortage throughout the whole 
Nation, I have heard testimony to the contrary that there is no doctor 
shortage, and, that is the position the American Medical Association 
takes, I believe. Their point is, I believe, there is maldistribution, 
but not a shortage. 

That intrigues me, because according to your testimony it is not 
possible to take any of these priority 3 doctors who are over the age 
of 40 because they are in, all of them, in essential positions in their 
community; is that a correct assumption? 

Dr. Rusk. I think all of them are carrying a real load in their 
community, that there may be some that while they are carrying a 
load they could get along without by tightening their belt in the 
communities, but now some 

Mr. Buanprorp. If I could disclose statistics on the ratio of 
doctors to population in such cities as Washington, New York, 
Chicago, San Francisco, Buffalo, Los Angeles, and Pittsburgh, 
would that indicate that in certain areas of the country there is not 
a shortage of doctors? 

Dr. Rusk. I recognize that, sir. 

Mr. Buianprorp. And therefore those doctors could be available 
to the armed services? 

Dr. Rusk. That is where most of them have come from. 

Mr. Buanprorp. And there are still more of those people available 
today. 

Now, my only point in asking these questions, and I am concerned 
only because Congress directed the continuation of the doctors 
draft law on the basis of a presumed deferment of 1,800 young men to 
complete residency training to be available to the Nation and the 
armed services after July 1, 1957. Now, your recommendation was 
that that be reduced from 900 to 500. Now, you have introduced a 
new suggestion here this morning which I think is very enlightening, 
and I think the committee will be dilighted to hear it, and that 1 is 
that you are willing to reconsider your decision, your advice in that 
matter, and also that in your opinion it may be possible, I presume 
starting with July 1, 1956, to substantially increase the residency 
deferment program; in other words, as I understand your testi- 
mony 

Dr. Rusk. It would be 1957, wouldn’t it? 

Mr. Buanprorp. No, I was talking about starting July 1, 1956. 
The 500 that we are talking about I presume is the 500 from last 
July to this July. The next group will be from July 1, 1956, to July 1 
1957. 

Mr. Rivers. He is talking about calendar year. 

Dr. Rusk. No, sir; the internship started July 1. 

Mr. Bianprorp. And that is what I am trying to find out. What 
did you recommend with regard to fiscal 1956? 

Dr. Rusk. Five hundred. 

Mr. Buanprorp. What have you recommended for fiscal 1957? 
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Dr. Rusx. We haven’t made any recommendation, but we have 
discussed it in the committee when the figures came over, and our 
figures are as follows: 

That the estimated requirements would be 2,300. No, that is 1958. 
I will find my right card here. 

Here it is, 

The available supply net of men completing internships is expected 
to be about 3,800. Thus there will be approximately 1,500 who could 
continue their training in residency training beginning July 1957. 

Mr. BLanprorp. You mean because we take 2,300 interns to fill all 
of the medical needs of the armed services for fiscal 1957? 

Dr. Rusk. It will be 2,300 in fiscal 1957. 

Mr. BLanpForp. But you don’t suggest that we man our armed 
services with interns? 

Dr. Rusk. No, sir. 

Mr. BLanpForpb. You see, that is what concerned the committee 
before. We thought it was quite possible to furnish medical care to 
the armed services if we didn’t care what type of medical care they got 
by using interns who have just completed medical school. But the 
committee last year was convinced that we had to furnish trained and 
experienced physicians for the armed services. That was where this 
whole 1,800 deferment problem came from. 

Now, if we take all of the interns we can fill the number needs, with- 
out any difficulty. But we might have some irate parents on our 
pene if some young doctor slips with a scalpel in his first operation. 

*. Rusx. There will be 2,300 replacements. 

Now. also phasing in at the end of 2 years will be those who have 
had their 2 years’ requirements in pediatrics and anesthesiology, and 
the third year those in the other medical specialties. 

Also there was a group last year that we in working with the De- 
partment of Defense in addition to the 300 last year that were de- 
ferred, there were 150 more who were in residency training that we 
deferred to finish their training. Last year, that is. 

Now, we also feel that of the thousand mature physicians who are 
coming in this year that Dr. Diehl, who has studied this group, feels 
that 75 percent of those probably will be specialists, certainly they will 
be mature. 

Mr. BLanprorp. Are you more or less placing all of your hopes and 
bets on this bill? In other words, have you assumed that if this bill 
is enacted that it may go a long way toward solving the problem and 
therefore we will not have to be concerned about career personnel in 
that sense of the word? Is that your presumption with regard to this 
legislation? 

Dr. Rusx. Well, we hope and pray that it will, and increase the 
regular corps, because——— 

Mr. BLanpForp. Supposing you guessed wrong and supposing we 
come up to 1957 and we haven’t—we can’t extend the doctors draft 
law, per se, that is with its present age of 45 which apparently is 
meaningless, anyway, since they are only drafting up to 40, but let 
us say we cannot get a draft law extended beyond the age of 35, but 
we do extend the draft law up to age 35, do you feel it may be possible 
that we will have to take what we now consider priority 4 physicians, 
that is, veterans to meet the military needs, military medical needs of 
the country? 
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Let me put the question this way: If it came to a choice of your 
committee between taking doctors between the age of 40 and 45, or 
taking veterans, which would your committee recommend? 

Dr. Rusx. Ferty to forty-five. 

Mr. Buanprorp. And you foresee that possibility between now 
and July 1, 1957? 

Dr. Rusk. Yes, sir. 

Mr. BuanpFrorp. So you think that they are going to have to take 
doctors between 40 and 45 between now and July 1, 1957? 

Dr. Rusk. Yes, sir. 

Mr. Buanprorp. Would you recommend that they increase the 
deferment program for residents beyond the present planned 500 if it 
is disclosed to you that they will not be able to get trained physicians 
through any other method? 

Dr. Rusk. Well, I said earlier in my testimony that we had our 
figures of specialists available. From our figures that we could not see 
where they would be more than 15 percent below the number requested 
in 1958 or 1959. We felt that if we could have a belt tightening 
during this period for the 10 percent, using this medical—in centers 
where there are bases in centers of population, civilian specialists to 
tide us over, that we wouldn’t have to dislocate the health services 
of 400, then we were going to be available for training the next year in 
the numbers. That was our only desire —— 

Mr. Buanprorp. Which 400? Do you mean the physician who 
would otherwise be deferred would be available or the one that you 
are talking about deferring? In other words, the point, as I see it, is 
that instead of deferring 900 this year they are deferring 500. That 
means they are taking 400 more interns, not 400 more doctors, over 
the age of 40 with experience, but 400 more interns; isn’t that correct? 

Dr. Rusk. That is correct. 

Mr. BLANDFoRD. So, therefore, the services are getting fewer expe- 
rienced physicians, that must obviously be correct. 

Dr. Rusk. They get 400 less, they get 400 inexperienced instead of 
400 men in the 40’s; yes, sir. 

Mr. Buanprorp. Now, the Department of Defense convinced this 
committee that it was necessary to have available 1,800 experienced 
physicians. Now, your recommendation based upon whatever evi- 
dence you people had, indicated it was only necessary that they have 
900 or 500 one year and 300, so—800, or 850, plus the 150 that you 
talked about previously, are all that are necessary to give the armed 
services experienced physicians after July 1, 1957; is that a fair 
résumé of your position? 

Dr. Rusk. It is our feeling—maybe you would like to break these 
figures down. Would you like to have them broken down now? 

Mr. Buanprorp. If the committee would like—frankly, I am 
merely seeking information, because I look at it this way: That the 
Department of Defense, and other witnesses, the American Medical 
Association, and many others, came in here last year, and, as you 
know, we had a very healthy discussion on this whole problem. 
You also know that the Senate insisted uvon a draft age of 51, and 
we finally were able to reduce it to 45. The extension of the Draft 
Act was based upon the necessity for deferring 1,800 interns to take 
residency training on the theory that we wanted to get experienced 


71066—56—No. 573 








5876 


physicians under the regular Draft Act who would be between 26 and 
35 after the special doctors draft law expired. 

Now, Congress, in its own judgment, and after all it is Congress’ 
responsibility, passed a law based upon information which was to the 
effect that there were to be 1,800 interns deferred to provide those 
experienced physicians to the armed services. 

Now, we find that there are only going to be 850 of these young 
interns deferred to take residency training between now and July 1, 
1957. Now, obviously, somebody is wrong, either the Department 
was wrong in recommending the extension of the Draft Act last year 
because of the necessity for deferring 1,800 interns, or you are wrong in 
your advice that they only need 850. All I am trying to find out is 
who is right. 

Dr. Rusk. Dr. Diehl has spent a great deal of time and work on 
this, and I would like for him to give his breakdown of it, if he may. 

Mr. Kitpay. Go ahead, Doctor. 

Dr. Dieu. One point I would like to make, if I may, is that the 300 
who were deferred to begin residencies last year, that is July 1, 1955, 
that number was deferred several months before the Draft Act was 
passed. So that number was outside of the figures that the intent, we 
will say of the committee was in recommending the deferment of 900 a 
year. I mean that decision had been made prior to that. 

Mr. Buanprorp. Let me see if I am correct in this: In other words, 
you are stating that long before the Department of Defense came over 
here they had agreed that they only had to defer 300 starting July 1 
1955? 

Dr. Drenv. Our records show that the Department of Defense 
representatives met with our committee and with General Hershey 
and stated that they had requested of Selective Service the deferment 
of between 400 to 500 for that year. The number eventually agreed 
upon was 300, and that was done; as I said, that decision was made 
several months before the Draft Act was extended. 

Mr. Buanprorp. The total of 1,800, if I may interrupt for just a 
second, Doctor, was not based on a 900-900 distribution, was it? 
It was based upon, if I recall correctly, 1,100 one year and 700 the 
next, or the figures were not exactly equal for each year; is that correct? 

Dr. Drexnt. Well, my impression is that the testimony that General 
Armstrong gave, which included the figures you referred to, was 900 
a year. Now, that is my memory of it. I could be wrong. But the 
impression that I have is that the testimony said 900 a year, and for 
2 years it would be 1,800, for 5 years it would be 2,700. 

That is the one aspect of the 300. Now, on the 500 for this year 
for whom their recommendation is made, I want to make this point, 
too, that that 500 that we are talking about begins residency training 
July 1, 1956. They will not complete, most of them will not complete 
residency training, which is for 3 years, until July 1, 1959. So they 
will not be available for the military until 1959. That won’t affect 
the supply of specialists for the next 2 years for the military. It won’t 
affect the supply of specialists in fiscal 1957 nor in fiscal 1958. It 
won’t be until July 1, 1959. 

Mr. Buanprorp. Are all residency programs 3 years? 

Dr. Dizut. Most of them are. In anesthesiology and pediatrics, 
they are 2 years, but in practically all the others they are 3 years. 
In fact, surgery has been extended to 4 years, but this program—I 
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don’t think anybody expects it to defer people more than 5 years 
under this program. 

Another point that I would like to interject, and that is, in the 
thinking of the committee, at least from your questions, it seems, we 
presume, that these deferments of these residents are going to be the 
only supply of specialists the services will have. On the contrary, in 
fiscal year 1955 there were a total of 4,695 medical officers entered, 
Reserve ‘officers, entered the military services. These were 2-year 
men, almost 4,700—4,695 is the figure; of whom we estimate on the 
basis of the best information we have conservatively that 1,400 were 
specialists. 

You see, this is a group that went up to 38 years of age which we 
have called. So that that group that was called in fiscal 1955, some 
of them early in the year and some in the end of the year; that group 
has 2 years of service. So that group will be in the military services 
until fiscal 1957, you see, through fiscal 1957. 
that carries over for these 2 years. 

Now, there is another point: We get reports also from all the staff, 
from every hospital in the United States approved for residencies con- 
cerning the resident staff, and the military status of the residents in 
the hospital. And the report as of the current year, of the residents 
currently in hospitals in this country, indicates that there are in 
civilian hospital residences approximately 840 physicians, priority 1, 
priority 2, and priority 3, under 35, who are currently classified 1—-A 
or 2—A by Selective Service. In other words, that group will be com- 
ing into military services either at the end of this current year or the 
year afterwards. 

Now, there is a group of 840 who will come into the service with 2 
years obligated service ahead of them, and those are men who are in 
residences and training for specialties, we are leaving them there so 
they could be better prepared. 

In addition to that, there are 600 residents in the hospitals in this 
country with reserve commissions in the military services who have 
been given some delay. Dr. Rusk said that we had agreed with the 
Department of Defense on—just about a year ago it appeared on June 
30 they were going to have somewhat of an excess of medical officers 
over their authorized needs, and we said instead of calling that excess 
wouldn’t it be wise to delay some of these residents in the hospital so 
they could have more training and come in a year or two later. And 
we agreed that that was a wise thing to do. So we got in touch with 
these hospitals and asked these residents who had not finished their 
training, and had obligations for military service, if they wished to 
take commissions and apply for further delay. And we delayed, 
with the Department of Defense and selective service cooperating, 
I think it was almost 150, 135, or so. So some of those people are 
included in this group that I am talking about. 

So here is somewhat of a pool that is going to come in within the 
next year and each one of those will have 2 years of service. 

Mr. Buanprorp. That particular pool will come in within the 
next year, but the overall total of 1,400, 800 and 600, that you have 
indicated here, are the pool from which you will get your experienced 
physicians for the next 4 years; is that correct? 

Plus those that are deferred from here on out? 

Dr. Diexu. I am not quite sure that I understand the question. 
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Mr. BLanprorp. Well, you say you have 1,400 now. 

Dr. Drenv. These are in service, this 1,400 I am talking about. 

Mr. BLanprorp. Fourteen hundred who are in service now, then 
you have another 800 that are being deferred? 

Dr. Drexu. That is right. 

Mr. Bianprorp. For anywhere from 2 to 3 years? 

Dr. Drext. That is right. 

Mr. Buianprorp. Then you have an additional group that had 
previously been deferred that are being now deferred as Reserve 
officers? 

Dr. Rusk. Four hundred and fifty last year in addition, last year, 
and 500 this coming year. 

Mr. BLaNnpForpD. So you will have 900 more there? 

Dr. Dien. Yes. 

Here is another group I would like to call attention to. 

Mr. Rivers. Little louder. 

Dr. Drenu. During current fiscal 1956, this is the low call year, you 
know, for medical officers. 

Mr. BLanprorp. Yes. 

Dr. Dinuu. There will be 2,153 Reserve medical officers ordered to 
active duty during this current year, of whom we conservatively 
estimate at least 750 will be specialists. Now, that group will have 2 
years of duty. 

Mr. Buanprorp. When you use the word “‘specialists,’’ you mean 
experienced specialists? 

Dr. Drexnu. No; we mean specialists, qualified specialists. 

Mr. BLANpForD. Passed the American Specialty Board? 

Dr. Diext. Either the board or qualified for the board. 

Mr. BLanprorp. I was under the impression that you had two dis- 
tinctions, one between the person who completed his residency and 
the other who had passed his American Specialty Board. One was an 
entirely different rroblem from the other. 

Dr. Dirxu. Well, we have in the Department of Defense figures 
for their need for specialists, the 3,800 figure that Dr. Berry’s office 
gave us a few days ago, they include, as I understand it, both board- 
certified and board-qualified, estimating about half of each, and so 
this group corresponds to that. 

Mr. BLanprorp. Well, I will put the question this way: Out of 
the approximately 10,000 physicians on active duty in the armed 
services today, how many of those physicians in the opinion of your 
committee should be physicians who have passed their residency 
training or have been board certified in order to have an adequate 
medical department? 

Mr. Rivers. You mean a well-rounded one? 

Mr. BLANpDFoRD. Yes, sir. 

Mr. Diext. That is a point on which our committee has no definite 
judgment or position. That is a question that should be answered 

y the Assistant Secretary of Defense, and his advisory committee. 

Mr. BLanprorp. In that case, then, the whole question of deferring 
for specialty training should rest entirely in the hands of the Secretary 
of Defense, then? 

Dr. Diext. Well, they estimated—their estimate as to the number 
that they need of board-qualified and board-certified is 3,600 in 
round numbers. That is their estimate, and we are taking those 
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figures, which are, we think, liberal, but I am sure that they are 
honest realistic figures. We think that they are possibly a little liberal, 
and I can give you the reasons for thinking so if you want, but we 
are accepting those figures. 

Mr. Buanprorp. In other words, they figure a little over one-third 
of them physicians should be experienced physicians? 

Dr. Dreux. Yes, about 40 percent. 

Mr. BuanpFrorp. And specialists? 

Dr. Drex.. About 40 percent. 

Mr. BuanpForp. And you are willing to accept that estimate but 
you question it? 

Dr. Dien. We are willing to accept it. We have done our figuring. 

Mr. BuanpForpD. But you have no way of knowing whether they 
are wrong or right, but you do question it? 

Dr. Dizuu. That is right. The reason we think it is possibly a 
little liberal, I can give you those, but we are not taking any major 
issue with it. 

Mr. BuanpForp. Well, now, do I understand correctly, Dr. Rusk, 
that your committee is meeting again with the Secretary or with 
Dr. Berry’s office? 

Dr. Rusk. That is right. 

Mr. BLanprorp. And that if they can convince you that their 
justification is sound, that you may advise ODM and the Secretary 
that perhaps it would be wise to increase this deferment program to 
some extent; is that a fair assumption? 

Dr. Rusk. That is right. We still have an entirely open mind on 
it. If our figures on the specialists are right, we, 1 think, would still 
feel that the dislocation of the 400 should not be done; if we are not 
right, and all of these are projections, we are perfectly amenable to 
discuss it. 

Mr. BuanpForpb. Now, let me ask you one additional question here: 
You started your statement by saying that our problem is one of a 
doctor shortage, an overall shortage of doctors in the United States. 

How will this bill solve that problem? 

Dr.-Rusx. Well, I don’t think this bill will solve that problem. 

Mr. BuanpForp. That is the whole point. What are we going to 
do to your organization if we make it so attractive for doctors that 
they will leave the civilian economy and come into the service? 

Dr. Rusk. I think it would be wonderful. 

Mr. BLanpForp. In other words, you recognize that the first ob- 
ligation, therefore, of the Nation is to the military service? 

Dr. Rusk. I think that is the first obligation, yes, I think it is our 
basic obligation to give the best medical care possible. 

But may I say one thing: The thing that plagues us, again, last 
week I went to my hometown, Brookfield, Mo., to speak at a meeting 
to raise funds for a Hill-Burton hospital for the first time in the history 
of this country that they had ever had the possibility of a hospital. 
When I was a boy there, there were 9 physicians; at the present time 
there are 2. Neither one of them had more than 2 years’ hospital 
training,.and there isn’t a board-certified surgeon in 5 counties. 

Now, that is the thing that has plagued us. We wish there were 
enough to give everybody everything that they wanted. This has 
not been a happy job we have been in; it has been a tough one. I 
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can only say that we have tried to do this thing as fairly and as con- 
scientiously as we have known how. 

Mr. BLanprorp. May I ask this one additional question, Dr. Rusk: 
Are you impressed with the argument that we have heard recently 
that retaining substantial portions of dependent medical care in 
service facilities is absolutely essential in order to keep career personnel 
in the armed services? 

Dr. Rusx. I am. I think as to that—I couldn’t say the amount, 
but “X” amount certainly should be kept in to make it attractive. 

Mr. Buanprorp. Thank you very much. 

Dr. Diruu. May I say one more thing? 

Mr. Kitpay. Dr. Diehl. 

Dr. Drext. In answer to the question you asked just before this 
one, that will this bill help the overall situation, it will help the overall 
situation because if there are more career medical officers it will be 
less necessary to call doctors for 2 years from the civilian population, 
which everybody agrees is wasteful and inefficient. 

Mr. BLanprorp. What you mean in effect is that if we make it 
possible for a doctor who is in an area where he is not absolutely 
essential, as far as he is concerned because his remuneration is obv3- 
ously indicative of the fact that he is not quite essential, that he 
then might decide to come in and make the service a career? 

Dr. Drext. That is right. 

Mr. Buanprorp. It might solve the maldistribution problem; it 
won’t solve the shortage problem. 

Dr. Diex.. It will belp in the shortage problem because if a man 
comes in he will serve an average of 20 to 30 years instead of the men 
coming in for 2 years; you would have to have 10 to 15 men coming 
in for 2 years. 

Mr. BLANpForD. You are absolutely right on that, Dr. Diehl, 
because the statistics show that for every career doctor we get we 
will really save a large number of doctors in the community, a much 
larger number than might appear on a 1-to-1 ratio, it is much higher 
than that. 

Mr. Rivers. Certainly it wasn’t any pleasure on our part to draft 
physicians and dentists, but their record caused that to happen, their 
own record that they wrote. Their own record. Now, we want to 
terminate that draft, too, whenever we can, and you have made a 
statement, Dr. Rusk, and I want you to understand here that [ don’t 
question your integrity, though your judgment may be faulty like 
mine conceivably could be. 

Anyway, I don’t question it; I want you to know that we are in the 
same business you are in. 

Now, this maldistribution, if the Congress has the inherent power 
to draft a physician or a dentist, it may have the inherent power for 
you to give that advice you were talking about to these here flushed-up 
communities to go out into the country where there is only one doctor, 
you see. 

I have been interrupted, but this advice, Doctor, that—I am 
speaking of the two committees, the one from the horse’s mouth, that 
is the one the ODM created, that is the Eisenhower committee, that 
is that letter you read. That ODM committee is the committee 
which represents the President; isn’t that right? 
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Dr. Rusx. We represent Mr. Flemming and Mr. Flemming is on 
the President’s 

Mr. Rivers. He is pretty high, close to the summit. So now this 
advice that you give Dr. Berry over here, say he didn’t want to listen 
to it, and he just says, ‘‘Well, I appreciate your advice, but I think we 
need more than 3.2,’’ what would you say about that? 

Dr. Rusk. Well, I say that we would discuss it, debate it together, 
and then—our advice hasn’t always been taken, you know. We 
ow some advice about dentists last year, and the Department of 

efense said that we don’t think you are right, and they went ahead, 
that is all there was to it. 

Mr. Rivers. So this advice that we are talking about, if they 
saw fit not to heed it 

Dr. Rusk As far as we are cencerned, that is the end. 

Mr. Rivers. That is the end? 

Dr. Rusk. Yes, sir. 

Mr. Rivers. And if they told you that they would want some of 
these class 3 physicians, dentists, that would be the end and you would 
go up to this 1,800 Congress told you 

Dr. Rusx. That is right. 

Mr. BuanpForp. That is when you are wearing your cap in ODM. 
What do you do when you put your other cap on as Chairman of the 
National Advisory Committee to Selective Service? Would you go 
through the whole battle again at that point? 

Dr. Rusk. No, sir; I think General Hershey in his testimony last 
year made it very clear that this Committee was purely advisory to 
selective service, purely advisory. 

Mr. Rivers. I might say, Doctor, that all the nice things I have 
heard about you are really true, and you didn’t need Chairman 
Cannon to introduce you; I think you can take care of yourself. 
We love our chairman. 

Dr. Rusx. May I say this, that he has been a friend of our family 
in Missouri, my mother will be 84 next week, and she was his teacher 
in school. 

Mr. Rivers. The only thing I don’t like about him is his family 
left South Carolina and went to Missouri. 

Mr. Kinpay. We thank you; thank you, Dr. Diehl, and Dr. Barton. 

Dr. Rusk. May I be excused now, and we will produce the figures 
for you. 

Mr. Kiripay. Thank you, sir. 

We will now hear from Hon. Carter Burgess, Assistant Secretary of 
Defense. 

Secretary Burgess, do you have a prepared statement? 

Secretary Burcsss. I have a brief statement. 

Mr. Kitpay. Go ahead with your statement. 

Secretary Burcrss. Mr. Chairman and members of the committee, 
the Congress has traditionally made certain that adequate medical 
care is provided for members of the armed services, in peacetime as 
well as wartime, even though it required drafting the necessary 
doctors. 

This has been a basic necessity, not only to preserve the health and 
well-being of individual men in uniform, but to assure that our combat 
forces will be ready to fight if and when the need arises. Our active 
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forces today are the largest ever maintained in peacetime history. 
The present and potential combat readiness of these forces depends 
upon the health of the fighting men. 

Doctors to provide this essential medical care have been obtained 
through theimpetus of the doctor draft in 2-year cycles since the 
beginning of the Korean conflict. 

In the last 3 fiscal years 13,600 doctors have entered the military 
services. During the same period more than 16,000 left the service 
and returned to civil life, a total of almost 30,000 doctors coming and 
going in 3 years. 

Ninety-six percent of the gains came through the compulsion of the 
draft, either directly or indirectly. 

This high rate of turnover is expensive in terms of travel costs, 
uniform allowances, and wasted man-hours. But, of greater im- 
portance, it results in constant dilution of experience levels and thus 
dimishes the quality of medical care for our servicemen. 

Not only have we been unable to attract enough volunteers into 
military medical careers but we have been losing our career doctors at 
an alarming rate. In this same 3-year period regular medical officers 
have resigned at twice the rate of new appointments. 

Such a high rate of turnover would be critical among personnel not 
so highly specialized. Even as a layman, however, I fail to see how 
we can provide proper medical care for our servicemen if this trend of 
doctor losses continues. 

I have worked closely with Dr. Berry during the past year in search 
of a solution to the doctor problem. Concentrated study was begun 
by our interservice task force in June of last year. This study revealed 
a number of administrative improvements that could be made by the 
services to enhance the military medical career. These internal actions 
have been initiated. 

It is evident, however, that to reverse the present trend, legislation 
is needed to improve the military medical career. Since World War IT 
economic opportunities in civil life for physicians and dentists have in- 
creased by almost 50 percent. The military medical career today is 
far from competitive. 

It is sincerely hoped that legislation will be enacted during this ses- 
sion of the Congress which will assist us in attracting and retaining 
more doctors in a military career. 

Mr. Kiupay. Thank you, Mr. Burgess. 

Now, of course, as to the details of the bill I believe we should wait 
until we reach the task force. 

Secretary Burcsgss. Yes, the task force is well prepared, sir. 

Mr. Kiupay. I would like to ask you if you have any idea that this 
bill represents any panacea for your ills as to doctors and dentists? 

Secretary Buregss. It is not a panacea, Mr. Chairman. We think 
it presents a minimum action at this time to provide us with a stabiliz- 
ing of the losses and with the improvements that we hope we can make 
over and above those losses. 

Mr. Kiupay. Of course, because you are at the policy level, Mr. 
Secretary, do you anticipate creating another problem in attempting 
to adjust this one, of perhaps having the officers of the line feel that 
this is some militation against their importance in the military scheme? 

Secretary Buragss. I don’t believe so, Mr. Chairman. It is my 
belief that the men in the service are so concerned about the medical 
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eareer situation, both for themselves and their dependents and recog- 
nizing the facts of life, that they recognize that there has to be an 
adjustment in this particular profession because of the long tours of 
educational service and training that these particular individuals have 
to go through. And it is my belief, and I believe it is the knowledge 
of the task force that has been working with this subject most ¢ losely, 
that this is something that has support of the line. 

Mr. Kiupay. Of course, you mean the education and training at 
their own expense? 

Secretary Burcess. At their own expense, and the fact that they 
are using a very productive time in their career to get this education, 
at expense, both in terms of what they have to pay to get the educa- 
tion and the loss of income that they have during a period when the 

rest of us are out at work making a living. 

Mr. Kitpay. Then in addition to the attitude of the service per- 
sonnel as to the extreme necessity for the adequate medical career 
you feel that the men in the line will understand that there was a 
longer nonproductive period for these individuals, so that an in- 
creased income would be justified? 

Secretary Buraegss. I believe; yes, sir; yes, I do, to a reasonable 
sensible degree, sir. 

Mr. Rivers. Mr. Chairman. 

Mr. Kitpay. Mr. Rivers. 

Mr. Rivers. I want to congratulate the Secretary for the tireless 
efforts he has put forth, and I want to say this, and I don’t want 
anybody to imterrupt me when I say it: | have known nobody in 
your position who has done more, who has done more to find out these 
trial-and-error ways of bringing something to this committee to attack 
this threefold or fourfold problem of pay, and housing, of medical 
care and stuff, the overall morale, in our view. I want to congratulate 
you; it has been a hard job. 

Now, I am saying that for this reason, that I recognize, and I 
think this committee recognizes, and how did you go about arranging 
in your mind to pick up a concrete proposal? Do you convene your 
Surgeons General and your personnel men together and have a 
roundtable discussion, and come up with this as the narrowest thing 
at the moment? 

Secretary Burexuss. The way that happened, Mr. Congressman, 
and I greatly appreciate your comments, sir, Dr. Berry has been 
spearheading this effort, and we have been working in our shop, the 
personnel shop has been working in very close relationship with the 
health and medical end of our business. Myself and the members of 
our group which represent the bulkside of our manpower personnel 
and reserves, the line and our enlisted people, the main body, recog- 
nize, in cooperation with the health and medical side, that one of the 
greatest assets and one of the greatest necessities to having a sound 
career program on the manpower personnel and reserve side is to have 
a good career medical program. They gohandin glove. And we took 
the task force which worked so closely with this same committee last 
year on the Career Incentive Act, and gained the knowledge and 
experience that developed from that particular piece of legislation, 
and it has been continued on at the request of Dr. Berry and myself to 
work in this very same field. So this is an experienced group that is 
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coming before you on this particular piece of legislation. They 
worked on the promulgation of this particular bill. 

Mr. Rivers. That is what I wanted to find out. 

Let me ask you one question, I shan’t ask any more, Mr. Chairman. 

Would it be helpful, would it be helpful in your opinion to the 
Defense Department if the Surgeons General had some official mem- 
bership with Dr. Rusk’s overall setup, or if you don’t want to answer, 
don’t answer it. 

Secretary Burcrss. Congressman Rivers, I am not too well 
acquainted with the organizational aspects of Dr. Rusk’s committee, 
and I would like to suggest that Dr. Berry put in his recommendations 
as to just exactly what his representation should be in that regard. 
I do know that there is a working relationship there, and that there 
is a large body of material transmitted between those two organiza- 
tions, sir, but as to what the alterations in organizations should be, I 
think he is best suited to give you an answer. 

I know I could give you an answer very quickly on reserve forces 
policy board, and that type of thing, but I 

Mr. Rivers. You just don’t know whether or not you have enough 
voice to the summit, or not? 

Secretary Burcerss. I have enough voice to Dr. Berry, sir. We 
get along fine. 

Mr. Rivers. Beyond tbat the deponent sayeth not. 

Secretary Burcess. That is right. 

Mr. Kiupay. Thank you. 

Well, we will now hear from the task force. I believe Captain 
Martineau will appear for them. You, and any others you want to 
bring with you, can be seated at the table. 

Captain Martinesv. There will be a slight delay here, Mr. Chair- 
man, while we bring our screen up. 

Mr. Rivers. Off the record. 

(Discussion off the record.) 

Captain Martineau. Mr. Chairman, while they are preparing the 
equipment, I have a few preliminary remarks—— 

Mr. Kiupay. Let us have order. 

Captain Martineau. To make while we are being made ready. 

Before proceeding with this presentation, Mr. Chairman, I would 
like very briefly to summarize the situation as regards our medical 
and dental officers on active duty today. Of the medical officers 
required on active duty to care for the Armed Forces today, one-third 
of that number are career doctors, career physicians, the remaining 
two-thirds are Reserve officers almost without exception serving under 
obligated service by way of the selective service law. 

In the dental corps only one-fourth of the dental officers required on 
active duty are career dentists. The remaining three-fourths being 
Reserves serving under selective service obligation. 

As you have pointed out, Mr. Chairman, and Dr. Berry in his 
statement, we are losing the career medical and dental officers at an 
alarming rate. If continued I am convinced, myself, as a result of 
the studies we have made, that our medical and dental corps as we 
have known them are faced with extinction. 

With this presentation I hope to be able to elaborate on the present 
situation, the effects of our loss, and particularly the situation we are 
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faced with, the declining medical and dental experience, the problem 
which has been discussed at some length here this morning. 

For simplicity sake, we have confined this discussion to the medical 
officers. It applies to dental officers, the program does, in an equal 
manner. . 

Mr. Rriyers. You said 75 percent of your dentists and 67 percent 
of your physicians are Reserve officers? 

Captain Martineau. That is correct, sir. 

Mr. Rivers. All right. 

Captain Martineau. First, we must ask ourselves the question, 
Why do we need military doctors? The presently planned active- 
duty force numbering 2,850,000 men, must, of course, be provided 
with adequate medical care, and Congress has so provided, stated 
by law. Military doctors are needed to maintain the health and 
effectiveness of our combat units. We sometimes forget the im- 
portance of medical care as an element of combat readiness. 

Care for one-third of our military personnel who are stationed 
either on the seas or in remote locations around the world. We can 
only get military doctors, men in uniform, to care for personnel in 
those situations. We must staff some 2,000 medical facilities or units 
around the world, many in remote locations that require one or more 
military doctors. It is virtually impossible to get civilian doctors, for 
instance, to serve at many of those stations. And then, of course, 
we have the purely military medical specialties, in which career 
doctors must serve, aviation, submarine, and nuclear medicine, medical 
logistics, and readiness planning, all of which require experienced 
career doctors. 

These, of course, can best be met by voluntary rather than in- 
voluntary means. Everyone is anxious to get out from under the 
draft. of doctors. 

Now, Mr. Chairman, I would like briefly to show the situation 
that we have experienced in previous years as regards turnover, and 
why without better incentives we cannot get military doctors except 
by compulsion. We require today on active duty some 10,800 
ohiysitians to meet the needs of the Armed Forces. During the past 
3 fiscal years we have had a total number of losses from active duty 
of some 16,000, the great bulk of those represented by this solid 
column, being Reserve doctors who have completed their obligated 
service and go back to civilian practice; the remainder being the 
large number of Regulars who have resigned their commissions. 

Here we have the gains, some 13,000, representing the number of 
drafted doctors who have come on active duty, and a very small 
number of career doctors who have been attracted into the regular 
corps. Now, that, of course, means that we have had a total turn- 
over, a coming and going of doctors, in the neighborhood of 30,000 
over a 3-year period to fill the requirements for some 10,000 medical 
officers. 

Now, I have indicated that approximately one-third of our doctors 
on active duty are Regulars, or what we have called career doctors. 
However, even that number are not all true career doctors. Here we 
have shown this total number of Regulars, 3,266. This hatched area 
right in here, representing nearly 1,200 of the Regulars, are them- 
selves serving under obligated service in return for residency training. 
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Our experience to date has been that many of these Regulars are 
resigning their commissions as soon as they bave completed their 
residency obligation. 

Then we have a group of about 500 doctors, 515 to be exact, who 
are eligible for retirement, having completed 20 or more years of 
service. 

That leaves a group of some 1,560 Regular doctors who are in all 
respects eligible to resign but are remaining on active duty. And 
I personally always like to pay tribute to this devoted group of doc- 
tors who are remaining voluntarily on active duty to care for the 
Armed Forces. Without them we would be in a very sad way. 

In the Army, for instance, of Regulars eligible for resignation, 76 
percent of the captains in the Army Medical Corps have resigned over 
the past 2 years; 66 percent of the Regular majors in the Army 
Medical Corps have resigned their commission; 24 percent of the 
lieutenant colonels, and even 2 percent of the colonels. 

Mr. Rivers. Is that in that diminishing line you are talking about, 
that 1,187? That is the eligible group? 

Captain Martineau. This group here comes from the 1,187, those 
who completed their obligation and are eligible to resign. 

Mr. Rivers. I see. 

Captain Martineau. Now, we must ask the question: How many 
career military doctors should we have. We feel that the ideal would 
be to have two-thirds of our present active-duty doctors, career 
doctors, if we could get them. That would provide sufficient stability 
and experience level. Then we could furnish the other one-third 
with young inexperienced doctors who have just completed internship. 

Do we want 100 percent, even if we could get them? Really, no. 
That would be impractical because we would have them as permanent 
regulars, and we realize that the size of the Armed Forces very con- 
ceivably could reduce in the future. We would prefer two-thirds 
if we could get them. Any increase, however, is going to help us. 

This very important fact: Each additional career military doctor 
will eliminate the need for drafting 4 civilian doctors in a 6-year period. 
That means, Mr. Chairman, if we could augment the present number 
of our career doctors by 3,000 we would meet our two-thirds require- 
ment and would make unnecessary the drafting of 12,000 doctors that 
we are going to have to draft otherwise in the next 6-year period. 

Mr. Rivers. For 3 million force? 

Captain Martineau. For the present size force. 

Now, about that 12,000 that we are going to have to draft. If 
we could get 3,000 career doctors these 12,000 would be able toremain 
in the communities to meet the need that Dr. Rusk pointed out. As 
it stands now, we are going to have to have them serve on military 
duty. 

Mr. Kinpay. Why is that twelve rather than nine thousand? 

Captain Martineau. Because, Mr. Chairman, bringing a doctor on 
active duty every 2 years, that constant turnover, there is about a 
25-percent loss of time involved in travel, in indoctrination, processing 
for entry and leaving. 

Mr. Kitpay. Pipeline? 

Captain MartIngav. It is pipeline, which is eliminated if you have 
one doctor serving straight through. 
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We all recognize that a very important factor in this problem of 
attracting and retaining career doctors is the matter of income. The 
unfavorable income ratio that exists for the military doctor and the 
income of the doctor in civilian practice today. This chart is an effort 
to show the situation through the years. 

Starting in the year 1928, the green column represents the annual 
income of a major or a lieutenant commander in the Medical Corps. 
The red column represents the income of his civilian contemporary. 
And we see in 1928 their incomes were quite similar. 

Then through the thirties and the depression years we see that the 
income of the military doctor is considerably better than the lowered 
income of the civilian doctor. 

Mr. Kitpay. What do you count as military income, just pay and 
allowances? 

Captain Martrneav. Pay and allowances; ves, sir. And, of course, 
we didn’t have any trouble at all in getting doctors in the services 
through the thirties. 

Then we come into the forties, and the war years. For reasons that 
we all understand the income of the civilian doctor starts mounting, 
whereas that of the military, of course, was fixed by law. 

Then in 1947 with the civilian income still increasing, an effort was 
made then by the Congress to stem the tide, so to speak, and they 
enacted the special doctor’s pay of $100 per month as shown by the 
hatched area. 

In 1951 the trend continues. In 1955 we see that the major or the 
lieutenant commander in the Medical Corps is getting some $9,200 a 
year total pay, allowances and special pay, as compared to the average 
of a physician in civilian life today of $16,500. It has been very 
difficult for us to compete with that differential. 

And this chart, Mr. Chairman, is an effort to show, to compare the 
income of a military doctor with other physicians in Government 
service. 

This represents years of professional age, so the military doctor in 
his first year of service has a monthly income of some $577, as shown 
by this chart, whereas a physician entering civil service has a higher 
income of some $620. 

Coming into the second and third year, that differential increases in 
favor of the civil-service physician. In the fifth year we see that the 
military doctor is getting a monthly income of some $624, whereas the 
average civil-service physician has increased to $839. 

These are also the incomes for the physicians entering the Veterans’ 
Administration program. 

Mr. Rivers. That is the only civilians you got, isn’t it? 

Captain Martinnav. There ‘are civil-service physicians in other 
branches of the Government, and we also are hiring some for certain 
jobs in the military today, Mr. Rivers. Much of our industrial 
medicine in an effort to use our military doctors where we need them 
the most we have attempted to replace many of those service doctors 
with a civil-service physicians. 

I would like to point out that we have to pay him overtime when 
he works more than 8 hours a day. 

In about the 10th year of service the Veterans’ Administration doctor 
is eligible to qualify for a specialty before the American Specialty 
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Board. Then his income is up to about $1,000 a month as compared 
to some $700 in the military. 

In the 15th year of service, assuming that the military doctor has 
the rank of lieutenant colonel or commander, his income of $846 
compares with about $1,060 for the civil-service doctor, and about 
$1,075 for the VA specialist. 

Mr. Rivers. Stop right there. If this bill were passed, where 
would that red line go there that has $648 on it? 

Captain Martineau. I have a chart later on that would show 
exactly that point. I would like to defer answering that question, 

Mr. Rivers. All right. 

Captain Martineau. This briefly sums up the situation as exists 
between the military doctor and the physician in other Government 
service, civil service, and VA. 

As to pay, as we have seen, the civilian doctor in Government service 
is doing better. 

Working hours: The civil-service doctor for the most part works a 
regular day and thus his hours are shorter, whereas the military doctor 
is expected and must very frequently work around the clock at all 
hours. 

Stability of family: The doctor in civil-service and the VA has 
family life that is much more stable; they don’t move around nearly 
as much; whereas movement is an inherent requirement of the 
military life. 

Working environment: The civilian doctor, of course, has a greater 
freedom of choice as to where he will practice his profession. The 
military doctor is subject to orders to ships and stations around the 
world. 

Combat and operational risks: For the most part, there is little or 
no risk required of the civilian doctor. That, of course, is a necessary 
part of life for a military doctor. If we were to employ civil service 
physicians to a greater degree I would like to point out this fact to 
the committee, that it would increase the cost to the Government. 

This chart, Mr. Chairman, is an effort to compare various categories 
in civilian and military life. We have used as a basis—lifetime in- 
come. The average college graduate—we have used him as a base, 
assume that his earnings over 30 years represent 100 percent through 
the years. The high school graduate, the average high school grad- 
uate can only expect to earn about 60 percent of what the college 
eraduate will earn, and, of course, the elementary school graduate 
gets much lower. 

The civilian doctor in private practice can expect to earn about 
160 percent lifetime earnings as compared to the average college 
graduate. The civilian specialist, about 170 percent. The military 
doctor, however, can expect a lifetime earning just about the same as 
the average college graduate and much lower than his professional 
contemporaries in private practice. 

This chart, Mr. Chairman, is an effort to show how we stand today 
in the military as to the experience and categories of our doctors. 

Taking the year 1956, this entire column represents our tote] need 
of physicians on ective duty, some 10,800, as I have indicated before. 
Of that group today we have some 3,200 who are career doctors. By 
virtue of the doctors draft law we are able to have a substantial num- 
ber of experienced physicians who are on active duty today. An 
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experienced physician we have defined for this purpose as one who has 
2 or more years of medical experience. 

The remaining number up here today are inexperienced, namely, 
those with less than 2 years medical service after internship. 

For our total 10,800 requirement, we require a minimum of 6,900 
doctors who are experienced physicians. The remainder, the differ- 
ence between 6,900 and 10,800, can be young interns. But we should 
have 6,900 who are experienced with at least 2 years. 

It is seen that the overall experience level in fiscal year 1956 is 
satisfactory. 

Now, let us see the situation in following years. We come into the 
year 1957, and we see the number of experienced physicians decreas- 
ing. We see that it is now below the required 6,900 minimum level. 

The number of inexperienced doctors, young interns, is increasing, 
and, of course, in 1957 the special doctors draft law is due to expire. 
In 1958 the number of experienced physicians available through the 
Draft Act has decreased considerably. Also, this chart rssumes that 
we do not have any more career incentives for doctors then we have 
right now. That means, then, that the career corps is going to con- 
tinue to decline at the present alarming rate. 

Mr. Rivers. If 1957 were on you now that checked line would just 
disappear, wouldn’t it? 

Captain Martineau. Well, it won’t disappear, really, Mr. Rivers, 
until 1959. 

Mr. Kitpay. Because inductions would cease in 1957. 

Captain Martineau. But we will have a carryover. 

a carryover in 1958. We will still have a few. 

Mr. Rivers. I see. 

Captain Martineau. But in 1959, assuming no extension of the 
doctors draft law, there will be no experienced physician that can be 
brought into service unless he volunteers to serve, and we aren’t 
getting any experienced physicians volunteering to serve today. 

Mr. Witson. Who do you include in your experienced physicians 
category? 

Cantain Martineau. An inexperienced physician for this purpose, 
Mr. Wilson, is one who has less than 2 years of experience out of 
internship. 

Mr. Wixson. Out of internship? 

Captain Martineau. Out of internship. 

Now, in 1959 we will get the first increment of this deferred resi- 
dency program that has been discussed here at some length this 
morning. In fiscal 1959, 300 of those men deferred for the 3-year 
residency will have completed the residency and will then be coming 
to active duty. So they are added to this small career cadre and 
certainly count as experienced able physicians. That is why the 
Congress directed they be deferred. 

Then we come to 1960 and we get another 500 deferred program. 
Now, whereas that should have been 1,800, according to original 
plans and understanding, under present situation it is only 800. 

Mr. Rivers. Not only original plans but original law. 

Mr. Kiupay. No, that was not carried into law. 

Mr. Rivers. Wait, now, what about that? 

Mr. BuanpForp. No, sir. 


We will have 
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Mr. Rivers. They were directed to be deferred for residency 
purposes. 

Mr. Buianprorp. The Draft Act was extended on the theory that 
there would be 1,800 of these interns deferred for residency training. 
The law does not require them to be deferred. 

Captain Martineau. The point I wish particularly to emphasize, 
Mr. Chairman, is the situation we face in 1960, if the present program 
were to continue. And it is very evident, I think, from this chart: 
Whereas we require some 6,900 experienced physicians on active duty, 
we would have only 3,000, less than half of what we would need. 
We have a large number of inexperienced physicians, because each 
year as the class is graduated from the medical school, more and more 
of those men are eligible for military service under the general draft 
because they have never served before. 

Mr. Buanprorp. What is your 10,800 requirement based upon, 
Captain? 

Captain Martineau. That is the actual requirement as determined 
by each of the respective services. 

Mr. BLanpForb. What is that ratio? 

Captain Martineau. That ratio is a 3.4 ratio. 

Mr. BLanprorp. And your 9,600 is a 3.2 ratio? 

Captain MArRTINEAU. 3.0 ratio. 

Mr. BianpForp. 3.0, and do you exclude your experienced and 
count one-half of your residents; is that the method? 

Captain Curisty. Yes. 

Captain Martineau. The 9,600 includes residents and includes all 
interns. 

Mr. Buanprorp. Includes all? That is the reason that you are—— 

Mr. Kitpay. That is your 9,600? 

Captain MarRTINEAU. Yes, sir. 

Captain Curisty. They count by number. 

Mr. BLanprorp. They count as a number? 

Captain Curisty. But that is an adjustment ratio, not counting 
half the residents. 

Mr. Buanprorp. That is when you work on a ratio basis. But out 
of that 9,600 that you are authorized, total doctors as individuals, 
how many are residents and how many are interns, approximately? 

Captain Martineau. We will have that figure for you in a moment. 

Major McKenzie. Approximately 800 are residents and approxi- 
mately 500 are interns. 

Mr. Bianprorp. So actually you subtract 1,300 from your 9,600 
insofar as practicing physicians are concerned? 

Captain Curisty. Half the residents. 

Captain Martineau. Of the 9,600, 8,700 exclude the interns and 
exclude half of the residents. 

Mr. Rivers. Allright. That load that you have been talking about 
what percentage per thousand did you tell Mr. Blandford that repre- 
sents, Defense Departmentwise? 

Captain Martineau. 9,960. 

Mr. Rivers. Not the whole. 

Captain Martingeav. The 10,800 represents a 3.4 ratio. 

Mr. Rivers. Well, now, what do your advisers in the Defense 
Department tell you would be a working, safe minimum for the 
Defense Department? 
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Captain MartTiInEav. It is my understanding, gained from the 
Surgeons General of the three services, that any ratio below 3.4 in 
the Defense Department means that some essential requirement 
cannot be carried out. 

Mr. Rivers. The Defense Departmentwide and worldwide? 

Captain Martineau. That is correct. 

Mr. Kitpay. When you say requirement, you mean active duty 
personnel? 

Captain Martineau. I mean a requirement connected with active 
duty personnel in connection with the primary medical missions. 

Mr. Rivers. Worldwide, defensewide? 

Captain Martineau. Yes, sir. 

This chart, Mr. Chairman, deals with the matter of specialists. 

Now, here is the situation in 1956. This column here represents 
the number of specialists that the entire Defense Department needs 
to carry out their functions. By a specialist here we mean one who 
is either recognized by an American Specialty Board or is qualified 
for it. He has at least completed a residency program. 

At the present time, the rumber of specialists that we have as 
compared to the number that we should have, is quite favorable. 
As you can see from the chart, 3,440, that we have, as compared to 
a 3,860 requirement. 

Next year, however, in fiscal year 1957, the requirement will remain 
the same, but a substantial portion of the specialists that we have on 
active duty will leave, their obligated service having been terminated. 
The available specialists then will drop to 2,217. This number of 
specialists will continue to drop in succeeding years unless we are able 
to attract more of them into a career in military medicine. 

That brings us, then, Mr. Chairman, to the goal, what we are all 
striving for: To so improve the incentives of the military medical 
career so that voluntary service will replace the compulsory service 
that is now necessary and provided by the special doctor draft. We 
must provide greater incentives for longer medical careers. As the 
result of our studies, we feel that these incentives can be provided in 
the areas of greater educational training opportunities for doctors, 
greater professional prestige, and greater military career incentives. 

Mr. Rivers. Those educational opportunities, you mean within 
the military installation? 

Captain MarTInEAu. I mean by attractive residency programs. 
Residency in the military is a desirable thing. 

Mr. Rivers. Like, for instance, Bethesda? 

Captain Martineau. A residency at Bethesda or Walter Reed, or 
any of our great general military hospitals and also educational 
opportunities offered to students in medical school. We have a pro- 
gram that has been inaugurated this year whereby the Secretaries are 
commissioning senior medical students as ensigns and second lieu- 
tenants in the Reserve. 

Mr. Rivers. And sending them away to these fine medical centers? 

Captain MartTINEAv. No, sir; this is during their last year in 
medical school. They are bringing them on active duty for pay and 
allowance purposes, but permitting them to complete their medical 
education. 

In return for that, such young officers agree to serve on active duty 
in the military for 3 years after they become doctors. 
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Mr. Rivers. What provision of law gives you the right to do that? 

Captain Martineau. There is no provision of law. It is within the 
present authority of the Secretaries of the services. We have been 
doing this for several years in the dental program. 

Mr. Rivers. That is a kind of a voluntary V-12 program, then? 

Captain Martineau. In a manner of speaking; yes, sir. 

Mr. Rivers. Well, now, how does it look from where you sit now? 
That sounds pretty good. 

Captain Martineau. The present objective is to bring about or 
provide for 100 each year from each of the 3 services, and it is proving 
to be an attractive inducement. The program was inaugurated this 
year, but too late to get a full response. 

Mr. Kitpay. And he does his senior year in medicine as a second 
lieutenant; he does his internship as a second lieutenant? 

Captain Martineau. And he serves 3 years beyond his internship. 

Mr. Kiupay. As first lieutenant? 

Captain MarRTINEAUv. Yes. 

Mr. Rivers. Three years beyond his internship? 

Captain Martineau. Beyond his internship. Under this bill he 
will serve beyond his internship as a captain, or as a full lieutenant in 
the Navy Medical Corps. 

Mr. Kitpay. Under this bill? 

Captain Martineau. Under the terms of this bill. 

Mr. Wiison. What if he not only goes ahead and takes residency, 
too, Captain 

Captain Martineau. But they will serve in their internship, as I 
pointed out, as first lieutenants. We are not promoting interns until 
they have completed internship. 

Mr. Wiuson. What if he goes on and serves his residency, does he 
still have a 3-year obligated period after his residency? 

Captain Martineau. That is correct. 

Mr. Witson. If he takes his residency? 

Captain Martineau. Yes; the residencies obligation will be in addi- 
tion to the obligation under this program. 

Mr. BLanpForp. You only make him a first lieutenant, however, if 
he completes his internship in service? You do not promote him and 
pay him a first lieutenant’s pay? 

Captain Martineau. No. 

Mr. BLanprorp. But you do permit him to draw the pay of a second 
lieutenant while taking a civilian internship, but that again gives him 
an additional year of obligation? 

Captain Martingeav. We will pay him as a first lieutenant while he 
is serving as an intern. He is a doctor when he is an intern. 

Mr. BLanprorp. You pay him as a first lieutenant when he is in a 
civilian hospital as an intern? 

Captain Martineau. No. 

Mr. BLanprorp. That is my point. 

Captain Martineau. If this man takes his internship in a civilian 
hospital, and then comes to active duty to serve his 3 years of course 
he will not have any active duty credit for the internship period. 

Mr. BLanprorp. What do you pay him while}he is serving as a 
civilian intern? 

Captain Martineau. Nothing. 
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Mr. Buanprorp. In other words, he only draws second lieutenant 
pay in his senior year of school? 

Captain Martineau. That is correct. 

Mr. BuLanpForp. If he becomes an intern in a civilian hospital he 
goes off active duty; then he comes back on active duty and he can 
enter into a residency training program, and if so he will continue his 
obligated service but he will come in as a first lieutenant? 

Captain Martineau. If he completes his internship under the 
terms of this bill we can promote him to captain. 

Mr. Buanprorp. When he comes on active duty? 

Captain Martineau. Yes. 

Mr. BuanpForp. But my point is, you are not paying him any- 
thing while he is taking his internship in a civilian hospital? 

Captain Martingav. No. 

Mr. Rivers. Then if you carry on a good indoctrination program, 
while you have him at a tender age, comparatively, he may decide 
to make it a career which you hope he will? 

Captain Martineau. That is right. 

Mr. Buanprorp. Except you tried that with 30,000 ASTP students 
and got 400 of them. 

Mr. Kriipay. Let us go on. 

Captain Martineau. The point I would like to make is that the 
Defense Department and each of the 3 armed services have made 
every effort particularly during the past 6 months to do everything 
possible with their present authority to improve this critical doctors’ 
situation. 

Mr. Blandford indicated the extremely poor record in the Navy 
Medical Corps, when in 1955 only 13 men entered the Regular Medi- 
cal Corps. In the previous year only 26, in the year before that only 
20. Over a 3-year period thus the Navy Medical Corps only got 59 
new entries. Last summer, Vice Admiral Holloway, Chief of Naval 
Personnel, in cooperation with the Surgeon General of the Navy, de- 
termined that more positive action was necessary to halt the growing 
losses. He took advantage of the temporary promotion law of 1941 
in order to correct, on a temporary basis, certain inequities that had 
existed in the promotion system for medical and dental officers of the 
Navy. ‘That resulted in a very substantial improvement in their 
promotional program. As a result of that there has been a marked 
decrease in the resignation of doctors in the Navy, and an increase in 
the number of applicants for the Regular Corps. 

A similar situation exists in each of the other Medical Corps. 
They also proceeded to liberalize and vitalize their promotional pro- 
grams with similar results. In other words, there are positive indi- 
cations that we can halt this downward trend. 

Mr. Rivers. You take responsibility for that, do you? You as- 
sume responsibility for that low percentage who have decided to 
make it a career? 

Captain Martineau. To that extent. 

Mr. Rivers. Does that go back to the old philosophy that the line 
officers didn’t have the same attitude to the staff corps that they 
maybe should have had? That had nothing to do with it? 

Captain Martineav. I think it has something to do with it, Mr. 
Rivers, because the situation, medicalwise, has become so serious in 
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the Defense Department that the senior responsible line officers have 
recognized that this is no longer merely a medical problem, ‘this is a 
problem that involves the effectiveness of the entire Armed Forces, and 
morale. 

Mr. Rivers. That is right. 

Captain Martineau. The present situation as to rank and pro- 
motional eligibility, many military doctors, under the present situa- 
tion, existing law, are 1 to 3 years behind their line contemporaries of 
the same age. That has happened because the doctors must undergo 
medical and dental training after they complete college, whereas the 
line officer can be commissioned. 

_ Longevity pay: military doctors, physicians, are 5 years behind their 
line contemporaries, and dental officers are 4 years behind their line 
contemporaries in credit for longevity pay. 

The potential military physician must spend 5 years after college 
acquiring their medical education to even be qualified for a commission 
in the Medical Corps. A line officer, on the other hand, who graduates 
from college, as I have indicated, can be commissioned immediately 
upon his graduation, and thus acquires an active military status. 

This bill, H. R. 8500, will correct this situation. It will permit the 
equalization of promotional eligibility and longevity pay between 
doctors and their line contemporaries. I would like to emphasize, 
Mr. Chairman, that under this bill there is no radical or unlimited 
promotion of doctors. It is only bringing them up and giving them 
credit for the time in medical and dental school that would place them 
on a par with their line contemporaries. 

Mr. Rivers. That will change their present running-mate concept? 

Captain Martineau. To the extent we will give them new running 
mates in the Navy. 

Mr. Rivers. In other words, boost it up, upgrade them 4 or 5 
years? 

Captain Martineau. That is right. 

Mr. BLanpForp. You have already done that with regard to 
promotion. 

Captain Martineau. We have done that in the Navy under the 
authority of the temporary promotion law of 1941. ‘This bill will 
affirm that under permanent law. 

Mr. BLANDFoRD. For practical purposes, it has been accomplished? 

Captain Martineau. It has been accomplished. 

Mr. Buanprorp. The Army and the Air Force are about to do it. 

Captain Martineau. The Army and the Air Force are in the 
process of doing it now. 

Mr. Kitpay. For temporary rank, not permanent rank? 

Captain Martineau. Yes, sir. 

Mr. Kinpay. This would convert it into a permanent rank? 

Captain Martineau. That is right, make it a part of the Officer 
Personnel Act of 1947. 

Mr. BLanprorp. But not permanent rank in that sense of the word. 

This will be temporary insofar as title 3 is concerned? 

Captain Martineau. It will bring it within the roof of the Officer 
Personnel Act. 

Mr. BLanprorp. The only thing you are accomplishing is taking 
it from under the 1941 act and putting it under the 1947 act. For 
practical purposes, that doesn’t change anything. Now, you change, 
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however, your staff corps system for original commissions, and you 
also chénge it for permanent promotions if we should ever live to see 
the day when you will be using only title I and title II of the Officer 
Personnel Act. 

Captain Martineau. That is correct. 

Mr. Rivers. It fortifies you in another regard, in case you have 
a chief of personnel with a different attitude across the board, now 
you can say we have the law, we can give you that. 

Captain Martineau. Exactly. 

Mr. Kitpay. Go ahead, Captain. 

Captain Martineau. This chart here compares the pay under this 
bill, of the military doctor, the civil-service doctor, and the civilian 
doctor. The hatched area here represents the increase in pay of the 
military doctor that will result under this bill by means of the longevity 
factor. That is the only increase, of course, that is provided in this 
bill. In other words, the doctor instead of starting out today in the 
grade of captain in the Army Medical Corps at $577, will get credit 
for his 5 years’ longevity and will get increased to $625. Carrying 
that through the years in the 15th year of service the lieutenant 
colonel is getting $846 today, this bill will increase him to $893. 

Mr. BuLanprorp. Won’t it have a little better effect than that, 
though, Captain, because you are giving them each for practical 
purposes a jump on promotion 1 year ahead of what they would have 
had under the other chart? 

Captain Martineau. That is correct, and that has been incor- 
porated into the solid line. In other words, the hatched area only 
represents the longevity. 

Mr. Rivers. Say that again, Mr. Blandford. 

Mr. BLanprorp. My point is this only shows a longevity increase. 
Actually, I think I am correct in saying that you can reverse this back 
1 year so that these people will be earning this amount of money 
1 year sooner under this bill than they would have under the previous 
chart which you saw, because they are all going to get 1 additional 
year of constructive credit which means they will be promoted a year 
sooner than they otherwise would have been. 

Captain Martinzav. That assumes they have all benefited by pe 
improved promotional eligibility that this bill will allow. 

Mr. BLanpForD. But that doesn’t show it. 

Captain Martineau. This assumes that they have it. $846 here 
reflects that 1 year. 

Mr. Kinpay. This is longevity only? 

Mr. Bennett. He says promotion, too. 

Captain MarTIngEav. It assumes he has gotten the promotion one 
year sooner. 

Mr. Kixpay. The hatched part—— 

Captain Martineau. The hatched part is: longevity only. 

Mr. Rivers. That is $846 to $893? 

Mr. BLanprorp. It should be 14 years is my point there; it should 
show that man earning that at 14 years rather than at 15 years. 

Mr. Rivers. Better not get us more confused than we are, because 
he has done a pretty good job there. 

Mr. Bennett. I wonder how you justify the differential that you 
still have left if this bill is passed between civil service and military 
doctors? 
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Captain Martineau. I don’t make any attempt to justify it. 

Mr. Bennett. Why don’t you make it the same amount? 

Captain Martinzav. I certainly would have no objection to that. 

Mr. Bennett. In view of budget approval, or something, I just 
wonder why we would just halfway do it. 

Captain Martineau. This bill, being the Defense Department bill, 
has been approved by the Bureau of the Budget. 

Mr. Bennett. You don’t know of any reason why you shouldn’t 
take it up to the civil-service amount? 

Captain Martineau. I don’t know of any at all. I think it would 
be a very desirable thing to do. 

Mr. Kiupay. Go ahead. 

Captain Martingav. This is a chart to show what is available under 
the priority 3, Mr. Chairman. At the present loss rate of doctors, it 
will be necessary in fiscal 1957 to draft some 5,060 doctors, 425 for the 
Public Health Service, and the remaining 4,635 for the Defense 
Department. The priority 3 availables total 7,473. That is all that 
is available under present regulations and law to furnish the 5,060 
that we must have in 1957. 

Mr. Rivers. Do you think that in 1960 the experts tell us we will 
have right around 180 million people, so this question is going to be a 
continuing one, this problem? 

Captain Martineau. No question about that. 

Mr. Rivers. So we have to write a bill here now that will contem- 
plate this continuing competition between industry and military. So 
ree bill may not go far enough; would you venture an assertion on 
that? 

Captain Martineau. Are you asking my personal opinion, sir? 

Mr. Rivers. Any one you want to give me. 

Captain Martineau. My personal opinion is that it does not go 
far enough. 

Mr. Rivers. That is my personal opinion. 

Mr. Kiipay. Now, you go ahead. 

Captain Martineau. This is a repetition, Mr. Chairman, of the 
experience situation through the years and assuming that we pass an 
adequate Career Incentive Act that will halt the downward trend of 
the career corps. And we see that we have this bill, according to 
our best estimates, will produce some improvement in the number of 
career doctors that we will have available in 1960, but there is small 
likelihood that we will close the gap between the minimum number 
of experienced doctors that we still must have. 

We still will have a number of vacancies that we are not filling. 

Mr. BLanpFrorp. This is the same chart you showed us before? 

Captain Martineau. Except that it shows—the dotted line is an 
effort to show that, instead of the career corps continuing to decline, 
we maintain the present strength of the career corps. 

Mr. BLanpForp. Then the purpose of this act is not to produce 
career doctors, the purpose of this act is to stop the exodus of career 
doctors? 

Captain Martineau. Well, it is both. We hope to stop—— 

Mr. BLanprorp. You are not procuring anything, your line keeps 
going down. 

Captain Martineau. The dotted line represents the assumption 
that we will maintain present strength. This is without 
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Mr. Bennett. How do you expect to procure them in the future; 
how are you going to increase that number, through a medical acad- 
emy, scholarships, or what? 

aptain Martineau. We hope to make the career for a military 
doctor sufficiently attractive that an adequate number will elect to 
remain with us. 

Mr. Bennett. I thought you said with this present bill all it 
would do would be just leave it as it is, I mean keep it from getting 
worse? 

Captain Martineau. Well, we haven’t finished action on the pres- 
ent bill yet. 

Mr. Rivers. Of course, you prefaced your remarks by saying that 
if we stop the exodus we would obviate the necessity of taking that 
number, which is 12,000, coming through. 

Mr. Kiipay. Let the captain complete his presentation. 

Captain Martineau. That concludes the presentation, Mr. Chair- 
man. 

Mr. Kitpay. That is the presentation from the 

Captain Martineau. From the task force. 

Mr. Kiupay. Of course, the task force will be here with us through- 
out the hearings. 

Captain Martineau. Certainly, sir. 

Mr. Kitpay. So we will adjourn now until 10 o’clock tomorrow 
morning. 

Thank you, gentlemen. 

(Whereupon, at 12:25 p. m., the hearing was adjourned until 
Thursday, February 16, 1956, at 10 a. m.) 





HovusrE or REPRESENTATIVES, 
ComMITTSE ON ARMED SERVICES, 
SuBCOMMITTEE No. 2, 
Washington, D. C., Thursday, February 16, 1956. 

The subcommittee met at 10 a. m., Hon. Paul J. Kilday (chairman 
of the subcommittee) presiding. 

Mr. Kitpay. The committee will be in order. 

We will resume hearings this morning on H. R. 8500. I understand 
the representatives of the American Medical Association are present: 
Dr. Edwin S. Hamilton, Dr. H. C. Lueth and Mr. Frank Barton. 

Who will speak first? 

Dr. Hamiiton. I will speak first, please. 

Mr. Kitpay. You have a prepared statement? 

Dr. Hamriuton. Yes, I have. 

Mr. chairman, and members of the committee; I am Dr. Edwin S. 
Hamilton of Kankakee, Ill., where I am engaged in the private prac- 
tice of medicine. I am a member of the board of trustees of the 
American Medical Association on whose behalf this statement is 
presented. JI am accompanied by Dr. Harold C. Lueth of Evanston, 
{ll., a member of the AMA council on national defense, and Mr. Frank 
W. Barton, the secretary of that council. 

With your permission, Mr. Chairman, I should like to raview 
briefly the interest of the American Medical Association in military 
medicine and their position with respect to the improvement and 
strengthening of the military medical services. 
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Dr. Leuth will then discuss the pending bill. As you know, from 
our previous appearance before this committee, the interest of the 
American Medical Association in military medicine is not new. 
During and since World War II, the association has been keenly 
interested and particularly active with respect to the medical care 
furnished our military personnel. 

In 1945 our house of delgates appointed a special committee to 
study the experiences of medical officers during World War II with 
special reference to their opportunities for study, research, actual 
treatment of patients, rotation of medical assignments, and their as- 
signment to nonmedical duties. That committee in its findings 
pointed out that— 


the development of a strong and attractive medical service in the Army, Navy, 
Public Health Service, and Veterans’ Administration is in the best interests of the 
public welfare, and the development of such services depends upon the confidence 
and intimate collaboration of the medical profession of the Nation. 

This statement reflects our present view. 

As an outgrowth of this special committee there was created our 
council on national defense which has been, since its creation, in close 
and constant contact with the complex problems of military medicine. 
Through a study of these problems, we have come to realize that two 
separate but related programs are essential if we are to provide the 
best medical care for our servicemen in a manner which is at once 
economical and consistent with the health needs of our civilian popu- 
lation. 

We have consistently attempted to cooperate with the Department 
of Defense in formulating reasonable and workable programs. To 
accomplish this end we have continued to recommend that your com- 
mittee and the Department of Defense take steps to strengthen the 
military medical services by legislative and administrative action which 
will attract and retain well qualified physicians in numbers sufficient 
to meet the legitimate needs of the Armed Forces. 

My use of the words “legitimate needs’”’ is deliberate. We feel that 
the second essential to this program is an honest and realistic deter- 
mination of the extent to which duties now performed by physicians 
in uniform can and should be performed by other military personnel 
or by civilian physicians. 

We recently appeared before this committee to recommend the 
increased utilization of civilian physicians in providing medical service 
for the dependents of military personnel; should Congress see fit to 
initiate a medical care program for these dependents. This, we feel, 
is only one area in which economies in the use of military physicians 
can be effected. 

We had an opportunity last fall to consider the original recommenda- 
tions of the Grenfell Task Force with respect to improving the career 
possibilities in military medicine. While we do not agree entirely 
with these recommendations, we were impressed favorably by the work 
of the task force and by the essential elements of the program recom- 
mended. 

We have been pleased to note that many of the administrative 
actions designed to carry out the Grenfell recommendations have 
already been taken within the Department of Defense. We entbusi- 
astically support the legislative recommendations embodied in H. R. 
8500, the pending bill, as far as they go. 


























5899 


Frankly, however, we believe that this measure does not offer 
inducements sufficiently attractive to solve the problem. We strongly 
urge that this committee consider carefully the elements of the original 
Grenfell report, with a view to the enactment of legislation which will 
permit the Armed Forces to offer financial inducements at least as 
attractive as those offered by other Federal medical services. 

It seems to us that legislation which fails to place the Armed Forces 
in an equal competitive position to that of other Federal agencies will 
be of doubtful value. 

With your permission Mr. Chairman, Dr. Lueth will discuss the 
measure in more detail. 

Mr. Kiipay. Thank you, Dr. Hamilton. Would you prefer that 
Dr. Lueth proceed before we ask questions? 

Dr. Haminron. Yes. 

Dr. Lueth. Mr. Chairman and members of the committee: I am 
Dr. Harold C. Lueth, of Evanston, IIll., where I am engaged in the 
private practice of medicine. As a member of the council on national 
defense of the American Medical Association, I appreciate the 
opportunity of appearing before your committee today to discuss 
H. R. 8500. 

It is our understanding that the purpose of this legislation is to 
promote the procurement programs of the military medical services 
by increasing the attractiveness of a military career. 

As Dr. Hamilton has said, the American Medical Association 
supports this bill as a step in the right direction. We do not believe, 
however, that it goes far enough in removing the financial and profes- 
sional handicaps under which the current procurement programs of 
the Armed Forces are operating. 

While the proposed bill would authorize longevity pay credit for 
the four years a physician spends in medical school and for the addi- 
tional year of internship training, this would result in only a token 
increase in pay and rank. 

Similarly, while the bill authorizes the upgrading of medical officers 
now on active duty by giving constructive service credit for this same 
period, it would have slight immediate effect. The longevity pay 
increase ranges from $31 to $76 a month, depending upon rank and 
length of service. In most instances the constructive service credit 
will not bring about a marked acceleration in promotion. 

Our armed services have not been able to compete financially even 
with other Federal medical services. Minimum starting salaries for 
physicians under civil service regulations range from $7,500 to $8,000 
annually, as compared to an approximate $6,000 annual pay and 
allowance for military medical officers with comparable training and 
experience. 

Moreover, the average pay of a specialist—that is, a Board certified 
physician—in the Veterans’ Administration is over $12,000 annually— 
an income which a military physician can hope to achieve only after 
25 years of service and assuming that he attains the rank of colonel. 
Non-Government salaried positions available to physicians are at 
least comparable to the Veterans’ Administration pay scale, and the 
income possibilities may be even higher for physicians engaged in the 
private practice of medicine. 
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Obviously, it will require a larger incentive pay than provided in this 
bill to place the military services in a reasonable, competitive position 
in obtaining and retaining qualified physicians 

The American Medical Association has long been concerned with 
the physician loss rate of the military medical services. We feel that 
this is a trend whicb must be reversed for several reasons. There is no 
question that the efficiency of military medicine is impaired by the 
constant turnover of medical officers. 

Not only is much of the time of these transient officers spent in 
processing, orientation, travel, and separation, but there is a loss of 
accumulated experience. It is obvious that this turnover of medical 
personnel is expensive. 

We are also of the opinion that a lack of stability in the Medical 
Corps detracts from the professional prestige of military and tends to 
aggravate the loss rate. 

Finally, it is apparent to us that one of the most readily available 
solutions to the problem of the special draft of older physicians lies 
in the development of a realistic program for attracting and retaining 
an adequate number of well-qualified physicians on active duty 
voluntarily. 

We do not mean to imply that a financial inducement is the sole 
solution to this problem nor that other features of military service 
should be overlooked. Since 1952 the American Medical Association, 
through its council on national defense, has conducted a continuing 
survey of physicians being released from military service. This 
survey is primarily designed to obtain information on the utilization 
of physicians in military service and on medical staffing conditions in 
the Armed Forces. 

The questionnaire used solicits comment as to the conditions under 
which physicians returning to civilian life would be willing to remain 
on active duty. Based on replies from over 9,400 individuals, ap- 
proximately one-third would not have been interested in remaining 
on active duty under any conditions short of total war. 

Another one-third indicated that their decision to return to civilian 
life was predicated on miscellaneous reasons, which could not be met 
under any feasible procurement program. It is the remaining one- 
third which an effective career incentive program can reach. Inter- 
estingly enough, our survey generally substantiates the conclusions 
reached by the Grenfell task force of the Department of Defense in 
the fall of 1955. 

Promotion to higher rank, increase in pay, further specialty train- 
ing, an opportunity to practice their specialty, more stability in assign- 
ment and improved living conditions for their families are all items 
which this group of physicians indicated would have significantly 
influenced their decision. 

I should like to take this opportunity to commend the Department 
of Defense for its recognition of existing conditions and for the action 
it has already taken and plans to take to bring about necessary 
administrative improvements. 

The American Medical Association is independently attempting to 
make military medical careers more attractive by increasing the 
prestige of military medicine and promoting better professional 
understanding between the military physician and his civilian 
colleague. 
































5901 


I should like to give you a few examples of our efforts. The 
Army, Navy, and Air Force are represented in our house of delegates 
by representatives appointed by the Surgeons General of the respec- 
tive services. Our scientific exhibits emphasize the attractive scien- 
tific and research aspects and accomplishments of military medicine. 

The Journal of the American Medical Association and the other 
speciality journals published by the AMA regularly report military 
medical activities and the results of original research and clinical 
accomplishments by military physicians. Our council on national 
defense, concerned largely with military medicine is 1 of the 10 
standing committees of the board of trustees. 

It maintains close contact with the problems of military medicine. 
We have endeavored by several means to foster and promote closer 
professional association between military medical officers and the 
county and State medical societies. 

The services and the medical profession can do much to solve the 
problem of the vanishing career medical officer. The largest single 
item in the solution, however, falls squarely within the responsibility 
of Congress. We have previously pointed out to this committee the 
financial disadvantage of the medical officer as compared with a line 
officer of the same age. 

We agree with the Department of Defense that one of the major 
causes of our present situation is the disparity between the incomes 
of military physicians and other physicians. The disparity between 
the financial position of the medical officer and the line officer is an 
important contributing factor. The fact that the 1955 Grenfell task 
force, headed by line officers, recognized and reported this situation 
is a source of satisfaction to the medical profession. 

H. R. 8500 would enact into law 2 of the 3 legislative recommenda- 
tions of this task force. While we are not committed to support the 
suggested contract bonus which constituted the third element of the 
recommended legislative program, we urge this committee to examine 
this proposal carefully. We believe that there may be alternative 
methods—perhaps a substantial increase in incentive pay after the 
initial period of service; a mechanism similar to the reenlistment 
bonus now enacted for enlisted men; or even a service bonus similar 
to the one which proved satisfactory in retaining qualified officers in 
the Air Corps Reserve during the 1920’s and 1930’s. 

We are not committed to any particular method, but we are certain 
that, in addition to steps already taken or planned, it is essential that 
an adequate financial inducement be provided to place the military 
medical services in a more favorable competitive position than that 
which they occupy at present. 

Finally, on behalf of the American Medical Association, we pledge 
our continued efforts to cooperate with the Department of Defense 
in strengthening and promoting the prestige and effectiveness of the 
military medical services. 

Thank you, Mr. Chairman. 

Dr. Hamilton and I will be glad to attempt to answer any questions. 

Mr. Kizpay. Thank you, Dr. Lueth. 

To sum up, the American Medical Association supports the bill as 
far as it goes? 

Dr. Lurru. Yes, sir. 
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Mr. Kiupay. But recommends that we consider an additional in- 
ducement, perhaps in line with the findings of the Grenfell Task 
Force? 

Dr. Lurrn. Yes, sir. 

Mr. Arenps. Gentlemen, are you of the opinion that of this 
supposedly one-third who might consider staying in the service, if 
they were placed on a comparable basis of pay, with the doctors in 
the Veterans’ Administration, that there would be a lot more interest 
on the part of these fellows? Do you think if a comparable pay 
schedule was set up as the case with the Veterans’ Administration, 
it would be helpful? 

Dr. Hamitron. I think there is no question but what a certain 
percentage of them would be greatly interested in it. 

Mr. Rivers. Needless to say, I agree with the testimony of both 
gentlemen. I think you have hit a very sensitive fault in our organic 
makeup of this thing which puts our military man out of competition 
with the other Federal service people. 

l want to say I agree with you and I am of the feeling our com- 
mittee will do something about it. Certainly I have no pride of 
authorship, but I would like to see our committee do just like you 
said, give more to second enlistments and so forth and make it a 
continuingly attractive thing. I for one would favor that. 

I have been talking with our counsel aad I agree with you 
gentlemen. 

Both of you gentlemen have mentioned this, that the American 
Medical Association is independently attempting to make military 
medical careers more attractive by increasing the prestige of the 
military medicine and promoting better professional understanding 
between the military physician and his civilian colleague. 

I think if we are going to talk about prestige we ought to start at 
the top. To begin with, it is my belief—and I introduced legislation 
on this years ago—to begin with, our Surgeons General are not ranked 
high enough. They should be lieutenant generals and vice admirals. 
That is first. 

I introduced legislation 10 years ago that these men should have 
higher rank while they are serving. In the Bureau of Medicine and 
Surgery, they had 10 or 15 admirals and all of them holding the rank 
of Surgeon General. I venture to say the same is true within the 
companion services. I have in mind proposing an amendment to 
carry out what you say and let them have these additional ranks 
while so serving, in addition to the numbers they have now. They 
would not then compete with that ratio which the line officers have 
so generously given to them. I am also glad to see that Admiral 
Grenfell realized the reality of the situation as a high officer, that we 
have to do something to retain these specialists. That is what they 
are; they are specialists. 

I agree with you, but I must disagree on something: I notice you 
say, Dr. Hamilton, that you have tried to assist the Defense Depart- 
ment from time to time. 

Have they always spurned your offer of help? 

Dr. Hamitron. Oh, no. Our relations have been very amicable 
and very pleasant. That doesn’t mean we always agree on every 
little detail, but we have gotten along very nicely with them. I 
want to say for the record that I appreciate very much what you said 
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about raising the rank of the heads of the Medical Corps of the Army 
and the Navy. We intended to bring that subject up—and the Air 
Force, of course—and discuss it with you, because we think that is 
very, very important. You beat us to the punch; that is all. 

Mr. Rivers. Well, the only way I beat you to the punch was [ 
heard you were going to testify on it. I have no pride of authorship. 

Mr. Kiupay. Are there any further questions? 

Mr. BuanpFrorp. I have a few questions. 

Mr. Kiupay. Mr. Blandford—— 

Mr. BuianpForp. Dr. Hamilton or Dr. Lueth, do you feel a doctor 
at the age of 60 is no longer useful in his profession? 

Dr. Hamitron. Well, now, I am over 60 and I would like to answer 
that. I certainly think they can be very useful over 60. 

Mr. BLaNpForp. The reason I put the question that way is, do you 
think it would be possible to make greater use of our retired doctors 
in the armed services? 

Dr. Hamitron. I think so; yes. 

Mr. Buanprorp. You understand under present law we have to 
retire these people, and it might be a fruitful source of medical pro- 
curement to be able to recall these retired officers to active duty, 
voluntarily, and let them perform many of the duties that are now 
being performed by regulars who have not yet attained the age of 
retirement. 

Dr. Hamitron. That would have the extra effect of receiving the 
benefit of their experience and training and you would release younger 
men to do work which was not totally administrative and which might 
be at their age much more pleasant for them. 

Mr. AreENps. I didn’t know the doctor was going to say he was 60 
years old, but people in Kanakakee, Ill., must feel that 60 is a pretty 
young age because they do have a lot of use for this fellow down in 
Kankakee, which I happen to know about. 

Mr. BLanprorp. My other question involved your statement that 
we ought to at least give these doctors the same pay as they get in 
civilian occupations, in civil service or Veterans’ Administration, and 
you feel that the one-third of the doctors who answered the question- 
naire that you put out, might be attracted if we put the pay at a more 
comparable basis. 

I was intrigued by Dr. Rusk’s testimony that there were some 200 
or more vacancies in the Veterans’ Administration. Now, probably 
those one-third doctors to whom you referred were not attracted by 
the top salaries paid by the Veterans’ Administration, so I am wonder- 
ing how much they will be attracted by anything we do here which 
would not give them something at least equivalent to what they make 
in the Veterans’ Administration. 

Dr. Hamitton. I could answer that, but I would rather Dr. Lueth 
would answer that one. 

Dr. Lurrn. About 10 years ago the Veterans’ Administration in 
their reorganization and in their attempt to bring a higher type of 
physician into the service, found it necessary to request and to insti- 
tute the legislation which ultimately resulted in this higher pay 
bracket, but even today at that high level they are experiencing the 
very difficulties you mentioned which shows the disparity between 
thé present pay of the military medical officer is far behind even what 
the Veterans are doing with their difficulty in recruitment. So the 
situation is a little more gloomy than it was, say, 10 years ago. 
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Mr. BLanprorp. The reason I mention it is that 1 don’t believe 
we are being fair with ourselves if we go off on the assumption that 
this bill we have before us, or anything that we do which would im- 
prove the financial attractions of the service, will attract those one- 
third doctors who have indicated that they might be willing to make 
a career of the armed services if there was increased remuneration. 
There are jobs going begging in the Veterans’ Administration, as I 
understand it, today, that have fairly substantial salaries attached 
to them. 

I think we ought to bear that in mind that even with the $12,000 a 
year salaries available in the Veterans’ Administration billets, they are 
still having difficulty filling them. 

Mr. Kixpay. May | ask if you have taken into consideration—what- 
ever percentage that third might be—who, having proper regard for 
family responsibilities, who would not be willing to remain in the 
service, compared with that percentage who would like to pursue a 
military career, if they could do justice to their families. 

Of course, we have men in all other professions who are attracted 
to a military career. I suppose the same is true in the medical 
profession. 

Dr. Luretu. There are a number of reasons that motivate these men 
in choosing a military medical career. The most common answer 
was, of course, pay, but the matter of prestige Mr. Rivers mentioned 
is one. Pay in rank, professional opportunity, research, living condi- 
tions, movements, changing stations, those are additional features. 

I quite agree with your statement, pay is not the only thing and we 
did not attempt to convey such an impression, but we think correcting 
the disparity of pay will be the first significant step toward arriving 
at a solution of this complex problem. 

Mr. BLANnpForD. Is it your opinion then, doctor, that pay together 
with other matters that can be handled administratively, with regard 
to more stability of assignment, and things that Dr. Berry mentioned 
yesterday—for example, greater participation in medical conventions; 
greater attendance for advance studies—things of that nature which 
can be done administratively—may well enhance this whole program? 

Dr. Luretru. Very definitely, yes. We think it will take an all-over 
approach to the whole problem. 

Mr. Rivers. Of course, these physicians and dentists are primarily 
scientists, | guess you would call them, and it is a competition across 
the board for all specialists in all lines of endeavor. You have that 
across the board, now. You have it among our radar men in the 
military. 

I know years ago when Senator Smith of the other body was on 
this committee, we wrote the Medical Service Corps to get some of 
the paper work off the physicians’ desks to help them and make it 
more attractive. 

It is a continuing problem. I believe these scientists, the majority 
of them are not interested in money. They just want to do something 
for humanity. 

Dr. Hamitron. They are not as much interested in money as they 
are accused of being. 

Mr. Rivers. That is right, and as Mr. Kilday says, they want to 
take care of their families and we ought to recognize it from that 
standpoint. 
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I don’t think money is the primary consideration. 

Mr. Kitpay. Would either of you care to enlarge on your reference 
to assignment to nonmedical duties? 

Dr. Lurrtu. I will make a statement that we are, of course, inter- 
ested in the continued improvement the Department of Defense has 
effected in relieving medical officers of strictly non-Medical Corps, or 
nonprofessional type assignments, and we would like to see that 
continue. 

From our questionnaires, there are some indications that medical 
officers are frequently called upon to sit on courtsmartial boards 
where perhaps other officers could fit that particular type of work 
equally well, if not better, and we are interested that there is a con- 
tinued effort made to assign Medical Corps officers in professional 
spheres. 

Mr. Kiupay. Is there anything which results from question of 
rank, of the doctor who achieves rank, perhaps of colonel] or higher, 
being taken off of strictly professional assignments and relegated 
too much administrative assignments? 

Dr. Hamitton. The true scientist—if a doctor is a scientist, and 
I am willing to concede that he is—there is nothing that gives him 
the satisfaction of practicing medicine and when put in purely ad- 
ministrative work, there are a lot of doctors who do not like that 
pari of the work, at all. 

Mr. Kixpay. Is there not too much of this in baving doctors in a 
strictly military setup? 

Dr. Hamirton. That depends on the viewpoint. From my view- 
point, yes. I think there are many jobs to which they are assigned 
that could be done by nonmedical men. 

Mr. Kiupay. Regardless of rank, he should be able to continue the 
practice of his profession. 

Dr. Hamitron. Regardless of rank, if he has the ability to do good 
medical work, that is where he is most valuable. 

Mr. Rivers. You are trying to do that now, are you not? 

Dr. Hamitton. We are always trying to do it; yes, sir. 

Mr. Rivers. I mean the military is trying to take them out of the 
administrative jobs. 

Dr. Hamittron. That is why they have this Administrative Corps, 
if I understand it correctly. That was part of it. 

Dr. Luvern. I think on that point I would like to add the statement 
that the Regular Corps are experiencing difficulty in filling their ranks. 
It puts them in the awkward position of making it necessary to assign 
far more physicians in administrative posts simply because there are 
not sufficient officers to go around. 

A lot of that can be corrected as we recruit up to full strength in the 
Regular Corps. Part of that phenomenon is due to the fact that we 
have insufficient numbers in Regular Corps. 

Mr. Rivers. Would you have in mind any percentage figure as the 
minimum to maintain the primary mission of defense medicine? 

Dr. Luetu. No, sir; I think that would be a difficult ratio. In fact, 
it would be a ratio that would continually change as the demands and 
as warfare, and as new weapons come, and as new missions come for the 
Armed Forces. I believe that is a thing that will have to be contin- 
ually studied and reappraised to arrive at the proper solution. 

Mr. Rivers. One service may fluctuate more than the other. 
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Dr. Lurerx. Depending on the nature of warfare, weapons, tactics, 
and techniques involved. 

Mr. Rivers. Do you think the defense units should be allowed to 
vary that as the exigencies of the service occur? 

Dr. Luetn. Yes, sir; I believe they should be granted that. We, 
of course, still like our opportunity of reviewing that and advising our 
opinions as different statements issue from the Department. 

Mr. Rivers. You have a way of voicing your opinion? 

Dr. Lueru. Yes, sir. 

Mr. Kitpay. Thank you, gentlemen. 

We now have Dr. Claude Earnest of jthe American Dental Associa- 
tion. 

Come around, Dr. Earnest. 

We are glad to have you with us again, doctor. 

Dr. Earnest. Thank you. Mr. Chairman and members of the 
committee, J] am Dr. J. Claude Earnest of Monroe, La., where I am 
engaged in the general practice of dentistry. I am here today in my 
capacity as vice chairman of the council on legislation of the American 
Dental Association to present the views of the association on H. R. 
8500, a bill to provide for the procurement of medical and dental 
officers of the Army, Navy, and Air Force. With me is Mr. Howard 
N. Greenblatt of Chicago, IIl., assistant secretary of the association’s 
council on legislation. 

H. R. 8500, popularly known as the career incentive bill, is designed 
to increase the attractiveness of a career in the Dental and Medical 
Corps of the armed services to the end that these corps will be com- 
posed primarily of career officers. 

The bill is the outgrowth of the acute concern of this committee, the 
Congress, the Department of Defense, and of interested private 
organizations with the alarming rate at which the career officer 
strength of the Dental and Medical Corps is being depleted. 

H. R. 8500 is designed to alleviate this critical situation by (1) 
authorizing constructive service credits for the 4 years spent in dentai 
and medical schools and for the 1 year spent in medical, but not dental, 
internships; and by (2) authorizing the upgrading of officers now on 
the active list to reflect the 1-year increase of constructive service 
credits. This bill is part of a career incentive program consisting of 
both legislative and administrative actions designed to strengthen 
the Dental and Medical Corps of the armed services. 

It is generally admitted by those concerned with the dental as well 
as the total health of the members of the armed services that a Dental 
Corps staffed primarily with career officers would be more efficient, 
better trained to its military and ancillary missions, and less costly 
to maintain. 

Conversely, a Dental Corps consisting primarily of conscripted 
officers serving prescribed tours of active duty with the attendant 
problems of personnel turnover and training has little opportunity, 
to achieve this measure of efficiency and training. 

Aware of this, the American Dental Association, at the advent of 
the Korean emergency, conditioned its support of the original enact- 
ment of the Doctors Draft Act with the recommendation that the 
Department of Defense undertake a study of the procurement problem 
and recommend a course of action which would prevent a further need 
of the doctors’ draft. 
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This recommendation, made over 6 years ago, has only recently 
been heeded. In the meantime, Congress has been requested on 
three occasions to extend the Doctors Draft Act. 

At present, less than one-fourth of the 5,800 dental officers in 
service are career officers. The present rate of resignations over the 
rate of procurement of career personnel, moreover, is continuing to 
lessen even this relationship between career and temporary officers. 
Of the remaining 4,350 dental officers in service, the overwhelming 
percentage is serving prescribed periods of active duty on an involun- 
tary basis pursuant to the Doctors Draft Act or the Universal Miltary 
Training and Service Act. 

With the large pool of dental manpower available in recent years 
through the Doctors Draft Act, little stress was placed on the necessity 
of making a professional career in the military as attractive to the 
typical dentist or dental graduate as a career in civilian practice. 

Generally speaking, the potential career officer saw greater profes- 
sional satisfaction, more educational opportunities, and greater 
remuneration in civilian practice. This, of course, is not a necessary 
result as a military practice can be as satisfying to many dentists as a 
civilian practice. 

This bill, which grew out of a study recently conducted by the 
Department of Defense, is presented at a time when the nonveteran 
dentists available under the special draft provisions are for the most 
part the recent graduates of the Nation’s dental schools. These 
graduates, as nonveterans, are subject to the Universal Military 
Training and Service Act as well as to the doctors draft as special 
registrants. 

According to our analysis, there will be a sufficient number of 
nonveteran graduates to satisfy the reasonable requirements of the 
armed services for dental manpower as they now appear to be satis- 
fying these requirements. Our studies indicate that the dental 
schools will graduate 3,019 dentists in 1956, 3,093 in 1957, 3,140 in 
1958, and 3,275 in 1959. 

It is primarily to these dental graduates fulfilling their basic service 
obligation as citizens that, the armed services must direct its attention 
for the purpose of recruiting career officers. 

H. R. 8500, and the administrative program presently being adopted 
by the Department of Defense in conjunction with it, will do much to 
make a career in the military comparable, professionally and 
financially, to a career in private practice. 

The American Dental Association has carefully analyzed this 
program and has discussed it on several occasions with the Depart- 
ment of Defense. Our support of the program is reflected in the 
following resolution which was adopted by our house of delegates last 
year in San Francisco: 

Resolved, That the principles underlying the directive of the Defense Depart- 
ment and the implementing legislation on a ‘‘Career incentive program’’ designed 
to increase the attractiveness of a dental career in the armed services be approved, 
provided there is no increase in the number of dentists per thousand of personnel, 
and that there be equal consideration of dental and medica! officers. 


This resolution is founded upon our understanding of the Depart- 
ment’s program which stressed the following elements: 

(1) Expansion of the present methods for inducing dental students 
to enter the career military service through programs such as the 
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senior dental student program, the naval ensign program, and the 
dental intern program; 

(2) Improvement of the financial status of dental and medical 
officers by authorizing higher starting ranks, accelerated promotion 
schedules, and additional constructive longevity credits for pay 
purposes; 

(3) Improved financial return for officers who contract to serve 
specified periods of extended active duty; and 

(4) Development of improved professional motivation and prestige 
through the expansion of educational and professional opportunities. 

Measured against these essential elements, this bill, in our opinion, 
is lacking in two respects: 

(1) It fails to give consideration to dental officers who have served a 
year of civilian internship training after graduation from dental 
school; and 

(2) It fails to provide, as recommended by the Department of 
Defense, financial incentives to stimulate dental and medical officers 
to contract for extended periods of active duty. 

These deficiencies may well jeopardize the success of the entire 
career incentive program. 

Unequal treatment accorded dental and medical interns: Section 
201 (b) of this bill first provides that a doctor of dentistry or a doctor 
of medicine who receives an appointment under title II of the Army- 
Navy-Public Health Service Medical Officer Procurement Act of 
1947, as amended by this bill, is to be credited with not less than 
4 years of constructive service credit for the purpose of determining 
lineal position, permanent grade, position on a promotion list, seniority 
in permanent grade and eligibility for promotion. The section then 
provides: 

A doctor of medicine appointed under this act who has completed 
a 1-year internship, or the equivalent thereof, may not be credited with 
less than 5 years’ service. 

Section 2 (2) of H. R. 8500 amending the Career Compensation 
Act of 1949 also provides, with respect to longevity pay, a similar 
1-year credit for medical internship training. 

In effect, these two provisions grant a doctor of medicine who has 
completed a medical internship an additional year of constructive 
service credit in computing his rank, longevity status, and eligibility 
for promotion. 

We are in agreement with the concept that additional credit should 
be allowed for internship training. However, we are at a loss to under- 
stand why a similar credit is not authorized for dentists, who, after 
graduation from dental school, complete a 1-year dental internship, 
or its equivalent, in a civilian hospital. 

We can only ascribe this lack of uniformity in the authorization of 
constructive credit for internship training to an oversight or to a 
misunderstanding which we feel confident the committee will wish to 
correct. 

Perhaps it is not generally understood that an expanding program 
of dental] internship and residency training in the Nation’s hospitals 
and health centers is available to dental-school graduates. 

At present, approximately 800 such positions are available to 
dental graduates—1 position for every 4 graduates. 
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Approximately 500 of these positions are presently approved by the 
council on dental education of the American Dental Association with 
the remaining positions subject to their approval. The council is 
approving such internship programs at a rate in excess of 100 a year. 

These internship programs are based upon the same concepts which 
support the medical internship program and are subject to analogous 
standards. In fact, most dental internships are conducted in con- 
junction with a medical internship program at the hospitals and 
adhere to the same strict pattern of training and discipline. 

Dental internships, like medical internships, give the dental gradu- 
ate advanced training in the clinical practice of dentistry as well as 
special training in some of the recognized specialties of dentistry, such 
as oral surgery and prosthodontia. In addition, the internship pro- 
gram gives the dental graduate a greater understanding of the inter- 
relationship between the oral and general health of the patient and, 
thus, prepares him to function more effectively on the health team. 

As the same concept supports both the medical and dental intern- 
a “ are firmly of the opinion that they should be treated alike in 
this bill. 

We recommend, therefore, that the bill be amended so that a 
dentist who has completed a year of civilian internship training, or its 
equivalent, will be credited with an additional year of constructive 
service in the same manner and under the same conditions as the 
physician. 


FINANCIAL INCENTIVES TO STIMULATE EXTENDED PERIODS OF ACTIVE 
DUTY 


The extensive study of the career officer procurement problem 
recently concluded by the Department of Defense revealed that the 
major cause of the present situation with respect to career officer 
personnel is the disparity between the income of civilian and military 
practitioners. 

The average civilian dentist earns, after office expenses, approxi- 
mately $12,000 per year compared to the total pay including allow- 
ances, longevity, and equalization pay of $6,918 for a captain in the 
Army, $9,014 for a major, and $10,342 for a lieutenant colonel. 

A civilian dentist a year out of dental school earns, after office’ 
expenses, approximately $8,750, and after two years, over $10,000— 
as much as a lieutenant colonel with 17 years of actual service. 

Thus, the remuneration to which the average dental officer might 
look forward, should he choose a military career, does not compare 
to tke income level he might attain should he choose a civilian career. 
This disparity is, we think, a significant deterrent to a dentist con- 
templating a career in the armed service. 

As I have indicated earlier in this testimony, we think it is the 
young dental graduate to whom the armed services must direct 
their appeal) for career officers. The fact that a dental career in the 
armed services offers less remuneration than a civilian practice can 
argue forcefully against a military career. Therefore, unless the 
income level of career personnel can be revised to reflect more closely 
the rewards of civilian practice, it is doubtful whether this program 
can be completely successful. 
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The Department of Defense recommended, on the basis of their 
study of this problem, that an additional annual incentive payment 
of $600 per year be awarded to a dental or medical officer who con- 
tracts to serve 3 years beyond a basic period of obligation, an incentive 
payment of $1,200 a year for an extended active duty period of 6 years, 
and an incentive payment of $1,800 per year for an extended active 
duty period of 9 years. 

These incentive payments would tend to equalize the financial 
aspects of civilian and military practice and, thus, increase the attrac- 
tion of a military career. In addition, incentive payments would 
encourage dental officers now on active duty to remain in service on 
a voluntary basis. The cost of such an incentive payment program 
is minimal compared to the potentials of such a program: A Dental 
and Medical Corps composed primarily of voluntary personnel. 

The association has been informed that the Bureau of the Budget 
saw fit to strike this particular recommendation of the Defense 
Department from the bill—a provision which we think is essential to 
the incentive program. 

We believe this committee, which has handled this vexing problem 
over the years, is in a far better position to evaluate the need for 
incentive payments to stimulate career appointments than is the 
Bureau of the Budget. 

In summary, we recommend to the committee the following actions 
with respect to H. R. 8500: 

1. That the bill be amended so as to give a year of constructive 
credit to dental graduates who have completed a year of civilian 
dental internship training, or its equivalent, in the same manner and 
under the same conditions that such credits are awarded to physicians 
who have completed a year of civilian medical internship traming. 

2. That a program of incentive payments to dental and medical 
officers who contract to serve a period of active duty beyond any basic 
period of obligated service be incorporated into the bill in accordance 
with the recommendation of the Department of Defense. 

The association wishes to express its appreciation for the oppor- 
tunity of expressing its views on this important legislation. 

Mr. Kitpay. Thank you, Dr. Earnest. 

Your association indorses the bill but wants these two additions 
made to the bill? 

Dr. Earnest. Yes, sir. 

Mr. Kiupay. Am I correct in my understanding that internship for 
a doctor of medicine is a necessary prerequisite for practice, whereas 
internship for the doctor of dentistry is not a necessary prerequisite, 
is that correct? 

Dr. Earnest. I could not speak for the medical profession but it is 
not a prerequisite to the practice of dentistry. However, the intern- 
ship program is a very important program and is gaining momentum 
every year; we believe that the dentists who do serve the internship 
should receive the same credit as the medical intern. 

Mr. Kiupay. I am not sure you expressed what you intended to say, 
doctor. 

An internship is not required of a dentist but it is regarded by the 
association as being highly desirable. 

Mr. GrEENBLATY. May I supplement that statement. I think you 
are referring to the fact that some States require medical internship 
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for licensure. With regard to dentistry only one State requires a 
dental internship for licensure in dentistry, that State being Delaware. 

However, we do want to stress the fact that the dental intern 
receives comparable training in his field to the medical intern and 
consequently comes into service with that additional training, as 
does the physician, and we believe that that training ought to be 
credited to the dentist in the same manner as it is credited to a 
physician. 

Mr. Kiupay. In those instances in which he does take the intern- 
ship? 

Mr. GREENBLATT. Yes, sir. 

Mr. Kitpay. Are there other questions from members of the com- 
mittee? 

Mr. BenneEtrT. It would seem to me that the crediting of internship 
might result in having better dentists in the service. 

I can think of no way in which this could be abused. 

Dr. Earnest. We believe it was just an oversight when they were 
having this bill raised. We believe the Department of Defense will 
agree with us. 

Mr. Bennett. There are certain things where they really perform 
surgery in the mouth that would be definitely benefited by having 
an internship? 

Dr. Earnest. Definitely. 

Mr. BuanpForpb. Just one question, Doctor. The bill uses the 
words “internship or its equivalent.’’ What does ‘or its equivalent” 
mean with regard to dentists? 

Dr. Earnest. I do not know how to express that to clarify it, 
but you can serve a year’s extra training in a hospital that may not be 
classified as an internship. 

Mr. Buanprorp. If the bill were amended to include ‘dental 
internship or equivalent,’’ could it be interpreted as a year in private 
practice? 

Mr. GreensBxatTT. I do not believe it refers to a year in private 
practice. I believe the meaning there was a physicain or a dentist who 
serves in a hospital in a capacity other than an internship—in a 
capacity other than that of an intern—but who receives equivalent 
training. 

Mr. need It. is a question of semantics, then? 

Mr. GREENBLATT. I believe it is. 

Mr. Kitpay. Thank you, sir. Now, we will hear from the American 
Veterinary Medical Association, Brig. Gen. James A. McCallam. 

Dr. McCatuam. Mr. Chairman and members of the committee, 
I am James A. McCallam, a doctor of veterinary medicine, and am 
appearing today for and on behalf of the American Veterinary Medi- 
cal Association. We appreciate the privilege granted the association 
to have a representative testify. 

Our purpose in testifying is to request this committee to include 
veterinary officers in the provisions of H. R. 8500, to provide 4 years’ 
service credit and that the service so credited will apply to grade and 
longevity pay. Under the Officers Personnel Act of 1947, as amended, 
veterinary officers now receive 3 years’ constructive service credit when 
initially appointed. 

It is understood the purpose of the proposed legislation is to increase 
the attractiveness of a military career to the end that the Medical 
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and Dental Corps of the three departments will be comprised primarily 
of career officers. We believe the purpose stated is applicable to the 
Veterinary Corps. 

We have heard the current opinion in the services is that career 
military personnel should comprise two-thirds of the total require- 
ments. I readily agree with that and, based on past experience in 
the Army, will state unequivocally it is particularly applicable to the 
Veterinary Corps. 

Presently, in the case of the Army Veterinary Corps approximately 
one-third of the officers are Regulars, while in the Air Force, it is less 
than one-third. Therefore, the bulk of the veterinary officer require- 
ments is obtained through operation of the draft. 

Concerning veterinary replacements, other than officers of the 
Regular service, we understand that approximately one-third of the 
total strength must be replaced each year, because of completing the 
required 2 years of service. 

We admit that the loss of career veterinary officers to the services 
is nowhere near as great in numbers, through resignation and other- 
wise, as in the case of medical officers, and perhaps dental officers. 
However, when considered in relation to the total number authorized 
for each of the three corps, a problem exists when it is realized that 
in proportionate ratio the loss of 1 veterinary officer, numberswise, 
is comparable to the loss of 7 dental officers or 10 medical officers. 

The low resignation rate among veterinary officers may be due to 
the fact that graduate training has not been used to obtain applicants. 

We are told that only officers of the Regular service, who have 
proved their intentions and capabilities after a period of approxi- 
mately 5 years’ service, are permitted to take graduate training. 
Consequently, veterinary officers do not enter the Regular service for 
such training, serve committed tours, and then resign. That point 
is mentioned only to correct what may be an erroneous impression 
that career veterinary officers are more readily attracted to the 
military service than are medical and dental officers. 

With reference to the proposal to authorize longevity pay to medical 
and dental officers for constructive service credit, we submit that the 
veterinary officer is entitled to the same credit. 

As you gentlemen are no doubt aware, the veterinarian must spend 
4 years in a school of veterinary medicine to obtain his degree as a 
doctor of veterinary medicine. These 4 years are in addition to the 
college study required as a prerequisite to acceptance in a veterinary 
school. 

Beginning in 1946, and each year since, the record of the American 
Veterinary Medical Association shows that 60 percent of the students 
accepted had completed 3 or 4 years’ college work, and of this per- 
centage, 28 percent had a baccalaureate degree. 

Gentlemen, I want to go on record as stating the American Vet- 
erinary Medical Association is in favor of the proposed legislation for 
the medical and dental officer. 

Mr. Chairman and members of the committee, I make that state- 
ment regardless of the action taken with reference to veterinary 
officers. I want that understood for the record. 

What we cannot understand is why the veterinary officer has not 
been included by the Department of Defense. Many of the justifica- 
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tions: advanced for providing incentives for the recruitment of phy- 
sicians and dentists are equally applicable to veterinarians. 

The veterinarian is considered an integral part of the medical team 
dedicated to keeping military personnel healthy. Many specialities 
peculiar to military medicine require the support of military vet- 
erinarians. Examples of these are found in several fields of medical 
research, including biological and radiological warfare defense. Also, 
there is the worldwide food inspection and food-security system, in 
which the military veterinarian has been engaged since as early as 
1912, as a result of congressional action. 

Should veterinary officers not be included in this legislation in its 
final form, it will, I assure you, adversely affect their morale, prestige 
and esprit de corps. 

Furthermore, and very important, the military services will suffer 
because we are satisfied they will not get, as they are now obtaining, 
veterinarians who were in the upper bracket of their graduating classes. 
That these top-flight graduates are obtained is due, we are convinced, 
to the wisdom of and in conformity with the feelings of the Armed 
Services Committees of the Congress, as evidenced by the inclusion 
of the veterinarian in past legislation of a similar nature. 

The American Veterinary Medical Association respectfully requests 
this committee to amend H. R. 8500 to include veterinary officers in 
all provisions of the bill. 

For convenience there is attached a memorandum of the changes 
recommended which will provide for the inclusion of veterinary 
officers. 

Gentlemen, we thank you. 

(The document referred to follows:) 


RECOMMENDED CHANGES TO H. R. 8500 


Page 1, change title to read: ‘‘A bill to provide for the procurement of medical, 
dental, and veterinary officers of the Army, Navy, and Air Force.” 

Lines 10 and 11: Change to read ‘‘Lieutenant through Colonel in the Medical, 
Dental, and Veterinary Corps of the Regular Army.” 

Page 2, line 4: Change to read ‘‘dental officers or veterinary officers in the Regu- 
lar Air Force.” 

Line 7: Change to read ‘doctors of dentistry and doctors of veterinary medi- 
cine who are’’. ’ 

Lines 10 and 11: Change to read ‘‘(b) The doctors of medicine, doctors of dent- 
istry and doctors of veterinary medicine appointed’’. 

Lines 16, 17, 18, and 19: Change to read ‘A doctor of medicine, doctor of dent- 
istry, or doctor of veterinary medicine appointed under this Act upon graduation 
from medical, dental, or veterinary school may not be credited with less than four 
years service.” 

Page 3, lines 1 and 2: Change to read “Dental Corps or Veterinary Corps of 
the Army, Medical Corps or Denatl Corps of the Navy, and each medical, dental, 
or veterinary officer of the Air Force,’’. 

Lines 24 and 25: Change to read ‘‘(d) Each officer of the Medical Corps, 
Dental Corps, or Veterinary Corps of the Army and each officer.”’ 

Page 4, line 1: Change to read ‘designation as a medical, dental or veterinary 
officer, who’’. 

Line 10: Change to read ‘medicine, a doctor of dentistry or a doctor of veter- 
inary medicine who’’. 

Lines 14 and 15: Change to read “after completion of medical, dental, or 
veterinary school.” 

Page 5, lines 8, 9, and 10: Change to read ‘‘Dental Corps or Veterinary Corps 
of the Army, Medical Corps or Dental Corps of the Navy and each officer ap- 
pointed in the Air Force with a view to designation as medical, dental or veter- 
inary officer,’’. 
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Line 17: Change to read “‘case of a doctor of dentistry or a doctor of veterinary 
medicine.” 


Page 6, line 3: Change to read “an officer of the Dental Corps,’”’ and; “each 
person appointed, and commissioned an officer of the Veterinary Corps shall, at 
time of appointment, be credited with an amount of service equal to three years.’ 

Line 5: Change to read ‘“‘Medical Corps, the Dental Corps, and the Veterinary 


Corps,” 

Mr. itech Thank you, General. Thank you particularly for 
furnishing us with proposed amendments to carry out your recom- 
mendations. 

Now, as I understand your statement, 60 percent of your graduates 
in veterinary medicine have 3 or 4 years of service. 

Dr. McCatuam. Yes, sir. 

Mr. Kitpay. Twenty-eight percent of those had an academic de- 
gree before they entered into the study of veterinary medicine? 

Dr. McCauuam. That is correct, sir. 

Mr. Kiupay. As I understand your proposed amendment, they 
would all get the 4 years’ credit whether they had actually pursued the 
equivalent years 

Dr. McCauuiam. They must have, as I indicated—there is a pre- 
requisite there—the minimum requirements as far as the Council on 
Education is concerned, Mr. Kilday, is the same as the minimum 
standards of the Council on Education of the American Medical 
Association and the American Medical Association. In other words, 
it is a 2-year minimum of college study, plus your 4 years of what is 
termed postgraduate work, in order to get their degree. They cannot 
enter a veterinary school unless they have a minimum of 2 years’ 
college work. 

Mr. Kitpay. And that is also the standard of the medical schools? 

Dr. McCatiam. The minimum standard of the Council on Educa- 
tion. Not the medical schools. It is like some of our schools had 
previously required this minimum of 2 years and some had not, but 
unless it was changed within the past year, there were some schools i in 
the United States, medical schools, that only required the 2 years’ 
entrance. I think maybe 4,5,or10. Whether they have changed or 
not, [do not know. The majority of them require 3 years, and s some, 
4 years. Like in the veterinary school, it is a question of acceptance 
of these graduates. Many of them had beyond the minimum stand- 
ards—what the school prescribes, if I make myself clear on that. 

Mr. Kitpay. It is my understanding that occasionally a medical 
student is accepted with less than the academic requirements. 

Dr. McCatuam. That would depend upon the school. There was 
in 1947, according to the congressional hearings, it showed about 10 
of those schools at that time. 

Mr. BLanprorp. You are correct in your minimum standards, 
general. There are exceptional cases, so we have been advised, of 
cases of admission to medical schools where an individual has been 
admitted to a medical school with only 3 years of premedical training. 

The number of students admitted with only 3 years of training are 
relatively few. 

Dr. McCatuuam. Yes, sir. 

Mr. BLanprorp. Your statement is that 28 percent of your people 
do have a bachelor of arts or bachelor of science degree before they go 
to a school of veterinary medicine? 

Dr. McCatuiam. That is correct. 
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Mr. BLanprorp. That is, a little over one-quarter of your people do. 
The only point I am making is that I would venture to guess that 90 
percent of the applicants admitted to medical schools have a bachelor 
of arts or bachelor of science degree. 

Dr. McCatuam. That I could not answer, but in medical schools 
where they have less than the 4 years, after completion of 1 or 2 years, 
depending on whether they have 2 or 3 years’ college work, then they 
are given a bachelor of science degree, for certain studies they take in 
there. That is in medicine. 

Mr. BuanpForp. [ believe Johns Hopkins, Cornell, and just a few 
other colleges in the United States—medical schools—require a 
bachelor of arts degree before you can be admitted. That is the 
minimum requirement. 

Dr. McCauuam. That is right. 

Mr. Buanprorp. On the other hand, I do not believe there are many 
cases in the United States where any school will permit a student to 
actually be admitted who has not a bachelor of arts or bachelor of 
science degree. 

Dr. McCatuam. In 1947, the subcommittee No. 1 hearings, the 
record at that time made by the Department of Defense showed two 
schools at that time required the 3 years’ medical. There are more 
now probably, and as you point out, Mr. Blandford, that is unques- 
tionably true and that is probably true in the case of medicine. 

Where you have a great number of applicants, you can select your 
individuals where they did not have the 3 years’ requirement. 

Mr. BLanprorp. Would you be willing to compromise your sugges- 
tion to the extent that an individual who had had the equivalent 
amount of training before going to a school of veterinary medicine, 
should be allowed this same benefit? 

Dr. McCauuam. Mr. Blandford, I could not say that definitely 
because I think you will find that in dentistry that our men have the 
same thing. I would point out some of them will have the minimum 
of 2 years. You will find some of them have 3 years. As I stated, 
we had 60 percent there. I think 30 percent—32 and 28, it was—3 
years, and so on. 

I could not go along with that, just on this, because you would 
have the physician in dentistry there, and perhaps to a certain extent 
more limited in medicine, but you find the same thing in dentistry. 
You give him 4 years’ credit and I think you would find many of 
them are in the same category we are. 

Mr. BuanpForp. I think we should ascertain how many of them 
are admitted to dental school prior to the completion of 4 years of 
college. I think you have raised an interesting point in that 
connection. 

Dr. McCatiam. I understand you have not written this bill on 
the basis of 4 years in medical and dental schools. 

Mr. Buanprorp. There is a limit in the bill now of 4 and 5 for 
longevity and pay purposes. L 

General McCallam has raised several interesting points on the 
veterinarians. He states, and I think interestingly, that the low 
resignation rate among veterinarians may be due to the fact that 
there is no residency training program for the equivalent thereof, 
for veterinarians. 
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Now, we know what we consider to be regulars in the Navy, Army, 
and Air Force Medical Corps are not truly regulars. They are regulars 
because they must become regulars in order. to take a residency 
training program. Their intention of making the service a career is 
probably very doubtful. 

Now, your point is that your resignation rate might well be compara- 
ble to that of the dentist and the physician, if there was a residency 
training program in effect for veterinarians, is that correct? 

Dr. McCatuam. That is substantially correct, yes. 

Mr. Buanprorp. Do you have any figures indicating the average 
income of veterinarians? 

Dr. McCauuam. I cannot give you any late figures on that, Mr. 
Blandford. In 1951 I believe it was, a special committee of the AVA 
made a study and the gross average was approximately $18,000. 

Mr. Buanprorp. That is gross? 

Dr. McCatuam. That is gross. And the net average approximately 
$8,000. That is in 1951, and I do not know just how many, whether 
it was 10 percent that was sampled but it was a sampling made by 
the association and then evaluated by a statistician, I believe, in one of 
the universities who was associated with the member of the committee, 
and the Department of Commerce has completed a survey but it is 
not fully complete in that they have not tabulated it. 

As a matter of fact, yesterday I tried to get that information because 
I knew they were making a study of the legal and veterinary profession. 

Mr. BLanprorp. Now, can you answer this question: Have any 
veterinarians been required to register under the special doctors’ 
draft law? 

Dr. McCautuam. Yes. 

Mr. BuanpFrorp. Not the regular Draft Act. Have any of them 
been called under the Doctors’ Draft Act? 

Dr. McCatuam. Yes, sir. 

Here is what happened: We were in a very precarious condition 
from 1947 until the Korean war. That is why I am saying where 
we have a loss of one officer. Where we were short. We held veter- 
inarian officers on—I happened to be in the Surgeon General’s Office 
and knew about that. While other medical officers were being re- 
leased, we had to keep our men on. It was 39 months and we dropped 
it to 36, and finally we dropped it to 24, the same as the others. 

Now, here is one thing, particularly in regard to food inspection. 
You have to have your food ready and in the depots. We were par- 
ticularly short. We held off because we needed officers. We held 
off against recalling veterans who had been discharged, and that is 
one reason we were put in the draft. 

Then we called a number of veterinarians in priority 1 and 2. 
We could only get 10 who accepted commissions between the close 
of the war and the time of the Korean war. We called 10 in. 

Then we went out and got priority 2. I think there have been 4 or 
5 priority 2’s who have come on duty since the draft, who have been 
utilized. Probably 600. I may have some figures on that. 

Mr. Wixson. I would like to know how many veterinarian officers 
are on duty right now. 

Dr. McCauiam. Approximately 780, I believe. I think the Army 
has around 475; the Air Force, 307. That isthe total. That is regu- 
lars and a few career reservists. 
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When I speak of the career reservists, I am not speaking of one of 
these indefinite categories who can get out at the end of 3 years or 
4 years. I am speaking about a man who has been in, Congressman 
Wilson, about 5 years or more. That is a career reservist who is going 
to stay on. About one-third of that number is regulars and the bal- 
ance is made up of drafted men, outside of a few career reservists. 

Mr. BuianprForp. I am trying to establish in my own mind whether 
you are drafting veterinarians and giving them the opportunity to 
apply for a commission under the regular Draft Act, or whether you 
are drafting veterinarians as veterinarians under the Doctors’ Draft 
Act. 

Dr. McCatuam. They are coming in under the doctors’ draft and 
they can be picked up under the regular draft. 

Mr. Buanprorp. Have you drafted anybody under the Doctors’ 
Draft Act? 

Dr. McCatuam. Yes, sir. 

Major McKenzir. Mr. Blandford, in January 1953 there was a 
call placed under the doctors’ draft for 18 veterianarians. That has 
been the sole call in the 5 years it has been in existence. 

Mr. BLanpForp. I just want to keep straight the difference between 
the regular draft law and the doctors’ draft law. 

Dr. McCauuam. I think that needs a little explanation, there. We 
had, I forget how many, in priority 1 and 2 who had served. 

You should have figures on it. Are there not 400 or 600 that came 
in under priority 1 and 2? I believe it is 400. I know. I was in the 
office when We got them. 

Mr. BuanpForp. Colonel Eanes from Selective Service is right 
here and I am sure if anybody should know, he should know. 

Dr. McCatiam. We went out when the doctors’ draft went in. 
The American Veterinary Medical Association did. I went around 
to some of their State meetings. We advised these gentlemen—the 
association got in trouble for it later—advised these men to take com- 
missions and come on. Men who had some 12 or 15 months’ ASTP. 

We advised them to take commissions. These men came on; they 
were classified; they came in in 1 and2. We had them and we called 
them on active duty. We did not have to go to Selective Service. 

We did one time, and got them, but they were men subject to the. 
doctors’ draft and were in priority 1 and 2, and I am satisfied, gentle- 
men, and I would say this under oath, the records will show that these 
men were priority 1 and 2 and they came in as a result of the doctors’ 
draft. We would not have gotten them otherwise. That is the point. 

Mr. Kitpay. We will have the Department furnish us with correct 
figures. You were there and no doubt know. We will get them from 
the Department. 

(The information requested follows: ) 

DEPARTMENT OF THE ARMY, 
OFFICE OF THE SURGEON GENERAL, 
Washington 25, D. C., February 18, 1956. 
Memorandum for: The Surgeon General. 
Subject: Veterinarians Procured Under the Impetus of the Doctor Draft. 

1. Reference is made to the verbal request of the chairman, Subcommittee 
No. 2 of the House Armed Services Committee, during the February 16 hearings 
on H. R. 8500, that the subcommittee be furnished with statistics regarding the 
number of veterinarians classified in priority I or II under the Doctor Draft Act 
who have served on active duty under the impetus of that act. 
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2. As I testified during the hearings referred to above, one call (special call 
No. 10) Has: béen placed for veterinary special registrants under the Doctor Draft 
Act since its original enactment 5 years ago. This call was effective in January 
1953 and was for 18 priority I veterinarians forthe Army. The Air Force has not 
placed any calls for veterinarians under the Doctor Draft Act and, as you know, 
the Navy has no Veterinary Corps. 

3. In addition to the veterinarians referred to in paragraph 2 above, it is esti- 
mated that the following numbers of veterinarians classified in priority I or II 
entered on active duty between September 1950 and March 1954: 


DS, ee FE Re a a ee ee Saas 286 
I cn a cai mi, siege gee Oe. pet 226 
| ei alee ae RS ee | Seen ea Ee rs = ; 512 


The veterinarians listed in the table above entered on active duty under various 
provisions of law. However, considering the circumstances that existed during 
the period in question, I believe it is reasonable to assume that most—if not all— 
of them entered on active duty under the impetus of the Doctor Draft Act. 

4. In general, since March 1954 the requirements of the Army and Air Force 
for nonregular veterinary officers have been met from young veterinarians who 
are vulnerable for military service under the regular draft. This situation is 
expected to continue indefinitely. Consequently, it does not appear that it will 
ever be necessary in the future to use the Doctor Draft Act for veterinary cfficer 
procurement. 


VERNON McKenzie, 
Major, MSC, Chief, Special Projects Branch. 

Mr. Kitpay. General Ogle is here, and before he testifies perhaps 
he can get it straightened out. 

With regard to young men who will receive their veterinary degrees 
this coming June who are having difficulty securing their,commissions 
in the Reserve Corps as veterinarians—at least from some of the 
schools, can you tell us what the situation is there, that they are not 
needed or what is the situation? 

Dr. McCatuam. Yes, sir. If I understand the chairman’s question 
correctly, we have a great number of veterinarians who are subject to 
the regular draft and the doctors’ draft. In other words, they have a 
dual liability. There are many of those and they may be obtained and 
can be obtained through operation of the regular draft. There is no 
question about that. 

I should also like to say there is a great shortage of veterinarians in 
this country, and I think the draft boards are recognizing this. I say 
shortage, in the agricultural areas and in the Department of Agricul- 
ture, in the State and municipal regulatory control, and the draft 
boards are recognizing this, and very few—TI think three—veterinar- 
ians have been drafted under the regular draft. The others are 
coming in, under the doctors’ draft. 

Mr. Bianprorp. No one has been drafted as such under the doctors’ 
draft law? 

Dr. McCatuam. Sir? 

Mr. Buanprorp. No veterinarian has been inducted as a private 
under the doctor’s draft law? 

Dr. McCauuam. Not under the doctor’s draft, so far as I know; no. 

Did I answer your question, Mr. Chairman, with regard to the 
number coming out? There are a number of young veterinarians 
who are coming out, who are vulnerable, who are nonveterans; yes, 
sir. I will admit they will be in excess of what the two departments 
can immediately commission. 

Mr. Kitpay. My question has to do specifically with some men 
who have been in Air ROTC who have received their degrees as 
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doctors of veterinary medicine in June who have been eliminated 
from the ROTC program and have no commitment for a commission 
and are subject to the regular Draft Act, but we will get that from 
General Ogle when he testifies. 

Thank you, General McCallam. 

Is General Crawford present? 

Some around, General. We will hear you now. 

General Crawrorp. Mr. Chairman and members of the committee: 
I am Brig. Gen. J. B. Crawford from the Office of the Deputy Chief 
of Staff for Personnel in the Department of the Army. 

I have with me on my right, Lt. Col. Charles J. Cowgill; on my 
left, Maj. Harold D. Seaman of the General Staff. 

I have a prepared statement. 

The rates at which the Army continues to lose experienced medical 
and dental officers has become a matter of deep concern. The fact 
that present law permits their replacement by resort to the Doctors 
Draft Act does not by any means entirely remedy the situation. 

With few exceptions, we are no longer able to draft experienced 
doctors. Without an adequate level of medical experience among 
our active duty doctors, we will be seriously hampered in discharging 
our vital responsibility for maintaining the health and effectiveness 
of the men and women serving in the Army. 

Sixty percent of the present Medical Corps and 80 percent of the 
Dental Corps consists of Reserve doctors serving under obligated 
service. While many of these are very experienced and highly 
capable. doctors, very few are choosing to remain in service upon com- 
pleting their obligated service. They are being replaced for the most 
part by inexperienced young doctors just completing their internship. 

It is evident therefore that we must rely almost entirely upon our 
regular career medical and dental officers for the experience so vital 
for medical care. 

During the past 2 years, however, the loss of career doctors in the 
Medical Corps has been more than three times the number of new 
appointments. A very similar situation exists in the Dental Corps, 
and also in each of the other armed services. 

The Army and the other services as well are using every resource 
available to make the services an attractive place for career medical, 
officers to serve. In spite of these efforts, however, we have not 
achieved the success required. 

These improvements, together with the publicity attendant upon 
the studies and recommendations on this matter by the Defense 
Department, have brought about some improvement in the resignation 
rate during the past 6 months. 

But there is also considerable evidence to indicate that many of our 
doctors are on the fence and are deferring their decisions pending 
whatever corrective legislation may be enacted. 

The bill, H. R. 8500, will provide a career inducement by crediting 
all doctors on active duty with longevity and promotion list service 
equivalent to the years they spent in medical or dental school, plus 
internship. This credit will not exceed 5 years in the case of physi- 
cians, nor 4 in case of dentists. 

The Department of the Army strongly supports this bill, and con- 
siders that it will contribute toward improving career attractiveness 
for military doctors. 
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I am also pleased to inform the committee that I have been au- 
thorized by the personnel chiefs of the Navy, Air Force, and Marine 
Corps to indicate to you that they fully concur with the Army’s views 
on this bill. 

We are in complete agreement that the health, well-being, and 
effectiveness of all personnel in the armed services are dependent to 
a very large degree-upon a full competent and adequate number of 
career doetors. 

I thank you for this opportunity to appear before you. 

Mr. Kiupay. General, you are speaking for the chiefs of personnel 
of the Army, Navy, Air Force, and Marine Corps? 

General Crawrorp. That is correct, sir. 

Mr. Kitpay. You feel this would have no bad effect on the line 
officers accelerated to promotion as provided in this bill? 

General Crawrorp. I don’t feel it would have any substantial 
effect, sir, on the attitude of the line personnel. I won’t go so far 
as to say it won’t have some effect, but I don’t believe it will be a sub- 
stantial effect, sir. 

Mr. Kitpay. Do you believe there is a feeling in the service that 
the necessity for adequate medical personnel that they will accept 
this as a necessary thing in order to make medical attention available 
to them? 

General CrawFrorp. In my opinion, there is no question about 
that, sir. I feel that the line people not only have a very high regard 
and high respect for the career medical people, but I think that any 
feeling that you indicated they might have would be so small that 
they would accept that gracefully. 

Mr. Kripay. Now, in your position in the Office of Deputy Chief 
of Staff for Personnel, you are familiar with the report of the task 
force headed by Admiral Grenfell? 

General Crawrorp. Yes, sir. 

Mr. Kiupay. And this bill contains a portion of the recommendation 
of that task force. 

General CrawForp. Yes, sir. 

Mr. Kitpay. Now, as to the other portion, was that endorsed by 
the personnel departments of the services? 

General Crawrorp. Would you clarify what part you are talking 
about, sir. 

Mr. Kixpay. I am talking about an increase in the additional pay 
for medical personnel. The increase of the present $100, of course, 
in exchange for years of committee service. 

General Crawrorp. If you are talking about an idea we had ini- 
tially and before the bill was submitted to you—is that your question, 
sir? 

Mr. Kiupay. Yes, sir. 

General Crawrorp. We did concur and concurred enthusiastically 
with that concept, sir, and still do. 

Mr. Kitpay. The statement was made by the preceding witness, 
General McCallam, retired, and that was eliminated by the Bureau of 
the Budget, is that correct? 

General Crawrorp. I understand that is correct, sir. 

Mr. Kitpay. But you had wholeheartedly concurred in that addi- 
tional portion of the recommendation? 
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General Crawrorp. We concurred entirely and enthusiastically 
with the concept. We had a different method of achieving it than 
that submitted at that time, but we agreed entirely with the idea, and 
the necessity for it. 

Mr. Kiipay. You understand the situation with regard to your 
position with the Bureau of the Budget. We don’t intend to embarrass 
you, but we can ask anything we want to up here. 

That is the situation. That additional recommendation was taken 
out by the Bureau of the Budget. 

General Crawrorp. That is the way I understand it, sir. When I 
saw the bill when it left us, it had it in it, sir. When it came back, it 
did not have it. 

Mr. Kixtpay. Are there questions from the members of the com- 
mittee? 

Mr. Blandford —— 

Mr. Bianprorp. General, how do you refer to your regimental sur- 
geon? Do you call him doctor or colonel? 

General Crawrorp. Normally we call him colonel, but among his 
friends and the people who know him best, we often call him doctor 
and not colonel. 

Mr. Buanprorp. Am I not correct that recently in the Army—I 
know in the Air Force and perhaps it is possible in the Army—that 
most of the medical personnel have more or less asked to be referred 
to as doctors instead of being referred to by their rank? 

General Crawrorp. Yes, sir. They like it and we like it, but, of 
course, in Official parlance, it is still by their rank. 

Mr. Buanprorp. Of course, but the point is, Isn’t that the answer 
to the question as to how the line officer would feel about any special 
inducements that are given for physicians and dentists? They think 
of them as doctors. They don’t think of them as colonels, majors, 
commanders, or anything else. 

General CrawFrorp. That is right. I think there is no question 
about it and I think further that there is such a high regard and 
respect between the two people that I don’t believe there would be 
any difficulty at all. 

Further, I see no place where they compete with each other, because 
their promotion lists are not the same. ' 

Mr. Buianprorp. About the only problem you would have with 
regard to rank is where they sit in the messhall, if there is a banquet 
of some kind, and a question of housing if they arrive on the base. 

General Crawrorp. The question of housing is the only place and 
as you know we have so few chances to get housing that that problem 
won’t come up too often. 

Mr. Buanprorp. Most people would like to have a doctor living 
on the base anyway. 

General Crawrorp. That is correct, and I anticipate no difficulty 
about that. 

Mr. Witson. Mr. Chairman, that situation prevails in the Navy. 
I know in the last election I ran against a doctor instead of an admiral, 
who preferred to be known as a doctor rather than an admiral. 

Mr. Kitpay. Are there any other questions? 

Thank you General. 

Admiral Hogan, are you prepared to testify now? We will take you 
now. 
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Admiral Hogan. I have with me Captain-Dr. Chrisman, Medical 
Corps, United States Navy, head of our Personnel Section, and Captain 
Christy, here, who has also been working with the task force as the 
Navy medical representative on the task force that prepared this 
bill, who will assist me with any questions. 

Mr. Chairman and members of the committee, I apprediate the 
opportunity to appear again before your committee and to testify as 
to the need for enactment of H. R. 8500. 

It is no understatement to say that the continued loss of career 
naval medical and dental officers is the most serious problem I have 
had to cope with since I have been the Surgeon General. This loss 
has been staggering. In the last 2 fiscal years, 1954 and 1955, the 
Regular Navy Medical Corps has lost through resignation almost 300 
medical officers. 

In addition, some 70 were lost through deaths and retirement. 
Similarly during this period, there were 90 resignations of dental 
officers. 

To replace these losses, we have received only 55 new dental, and 
only 39 new Regular medical officers, all but 1 of whom went immedi- 
ately into residency training, the quid pro quo for their part of the 
bargain. 

Of the 55 dental officers, 15 were attracted by dental intern training. 

The continuing loss of our trained career doctors is reflected in all 
phases of our function. It is becoming more difficult to maintain 
acceptable standards of medical care in our hospitals, aboard ship 
with the Marine units—in fact in all of our medical activities. 

Our contribution to the safety program necessary for nuclear pro- 
pulsion is in danger of being curtailed and our participation in fleet 
readiness has had to be reduced to absolutely bare essentials. 

In the fields of radioactive isotopes and preventive medicine where 
formerly the military doctor pioneered, we are not even able to supply 
enough doctors for our teaching staffs. 

The one basic reason for this unprecedentes resignation rate is 
inadequate pay for doctors in military service compared with income 
levels they can command in civilian practice. It explains in part as 
well the extreme unpopularity of doctors draft legislation. 

The incomes for doctors even in civil service or the Veterans’ Ad- 
ministration are far more attractive than what the military service 
can offer. 

As Surgeon General of the Navy it is my responsibility to the Secre- 
tary of the Navy and the Chief of Naval Operations and all of us and 
to the Congress to assure satisfactory levels of medical care for 
Armed Forces personnel and to maintain adequate health standards 
in the many and far-flung activities in which our people are involved. 

To discharge their responsibility it is imperative we maintain the 
hard corps of career doctors, especially trained in the arts and sciences 
of military medicine to support our Marines in the field, our fleets on 
or under the seas and our planes in the air as well as in the clinical 
industrial and research fields of medicine. 

I would be remiss in my duties if I did not sound the warning that 
we are in grave danger of losing all semblance of a career corps under 
the present low-pay scales. 

It is my opinion that the time for action is now. If the income for 
doctors in uniform is not increased substantially, we will not be able 
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to compete successfully with the attractions offered in private prac- 
tice and in the other Government medical services. 

Military medicine, as such, will be a thing of the past, and the 
military services will suffer accordingly. 

Again, my sincere thanks to you, Mr. Chairman and your com- 
mittee, for the understanding and sympathetic consideration you are 
giving to the solution of this important problem. 

Mr. Kinpay. Thank you, Admiral. 

Are there questions by members of the committee? 

Mr. Blandford—— 

Mr. Buanprorp. This is somewhat a technical question, Admiral, 
and perhaps [ should address it to Dr. Chrisman: Under the bill you 
propose to give 5 years constructive credit—not to exceed 5 years, 
or not less than 5 years of constructive credit—including internship 
for physicians and that constructive credit will be reflected in longevity 
pay. 

How do you propose to handle the situation in which you train the 
individual as an intern while in uniform? Would he still be entitled 
to the constructive credit? 

Captain Curisman. Mr. Blandford, the intern is still a Reserve 
on active duty, if he is an intern in a naval hospital. If he is an 
intern in a civilian hospital, of course, he is on an inactive status and 
does not draw pay, but the intern on active duty in the naval hospital 
as a Reserve officer will accumulate longevity pay, but he is not 
eligible to transfer to the regular Navy until after he has completed 
his internship. 

Mr. BuanpForp. Of course, he would be counting that toward his 
longevity in either regard, but how about the constructive credit that 
he gets, would he be able to count that year as an additional year of 
constructive credit, because he completed an internship while in 
uniform? Maybe Dr. Christy can answer that. 

Captain Curisty. He gets constructive credit upon completion of 
internship whether it be civilian or military and it is 5 years, so it does 
not count twice. 

Mr. BLanprorp. There would be no double computation of that 
time under any circumstances. That is the only thing I was trying to 
establish. ' 

Captain Curisty. That is right. 

Mr. Bianprorp. Now, Admiral Hogan, what efforts, if any, are 
now being made to make better use of retired physicians—say Navy 
retired physicians. I am confident there must be some in San Diego 
and other areas where naval officers retire who would be anxious or 
would welcome active duty voluntarily. Do you accept their requests 
for active duty? 

Admiral Hocan. Yes, sir. We sent a letter out last year request- 
ing our retired medical officers to signify if they desired to return to 
active duty. We had a few responses and we were able to use a few 
of those, but we are handicapped that they wish to go to a certain area 
to practice when called back, where their home is established. In a 
number of those areas we can’t use them. We would like to use them 
in our industrial areas, in our recruiting stations, places that are not 
particularly enticing to the young, active medical officer. 

Mr. BLanprorp. How many doctors have you actually obtained 
that way, do you have any idea approximately? 
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Admiral] Hocan. There are 12, now. 

Mr. BLANpForD. Have you given any thought to the possibility of 
special legislation, or perhaps an amendment to this bill, which would 
exclude retired physicians and dentists from the operation of the Dual 
Compensation Act or the dua) employment statute, in the event that 
they would then be available to be hired on a contract basis for your 
industrial medicine? 

Admiral Hocan. Yes, sir; we sent a letter to the Navy Department 
last year asking that the restriction on receiving dual compensation 
from the Government be terminated so that we could utilize these 
people who are very valuable, in particularly the industrial areas of 
the Navy. 

Mr. BLanprorp. In other words, you feel there are many doctors 
who feel they have earned their retired pay and they would be willing 
to come back to work for the Navy in a civilian status if they could 
continue to draw their retired pay, which they have rightfully earned. 

Admiral Hogan. Yes, sir. Many of them; yes, sir. 

Mr. BLanprorp. And the response you received indicated there 
wold be a fairly substantial number. 

Admiral Hogan. Yes, sir. 

Mr. Buanprorp. Thank you. 

Mr. Rivers. Do you regard this situation, ““Defense Department- 
wise,” the most critical it has been during your experience in the 
Navy? The procurement and retention of these medical officers? 

Admiral Hoaan. Yes, sir. As far as the Navy goes, it is, I believe, 
the most critical period that I have seen since 1925 when I came into 
the naval service. I mention in my statement, we are having diffi- 
culty in maintaining acceptable standards of care, not only in our 
hospitals, but aboard ship, with the Marines, and particularly in the 
field of training medical officers in operational medicine. In the 
purely military medical fields. With the Marines, aviation medicine, 
submarine medicine, and atomic medicine. 

Mr. Rivers. Have you publicly stated what you would regard as 
a safe floor as a minimum percentagewise, for physicians and dentists, 
or say physicians, per thousand men in the Navy? 

Admiral Hoacan. Regarding a prior bill before this committee, I 
had stated we had evaluated all the positions we desired to fill by 
medical officers and then we transposed that into a ratio in keeping 
with the number of personnel on active duty, today, and it came out 
at 4.2 medical officers per thousand personnel. 

Mr. Rivers. That is what you would regard as a safe minimum to 
fulfill your responsibility, and your primary mission? 

Admiral Hogan. Yes, sir. 

Mr. Rivers. 4.2 percent? 

Admiral Hoaan. Yes, sir. 

Mr. Rivers. I have heard it said that from your own service, the 
Navy, industry has procured some of your finest officers at very high 
prices; is that true? 

Admiral Hocan. Well, at the naval hospital in Philadelphia, we 
have lost in the last few months to the United Mine Welfare hos- 
pitalization group—I just don’t know their official name, but the 
chief of pediatrics, at $25,000 a year. The chief of obstetrics for 
$25,000, and they have offered the chief of medicine and the chief of 
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psychiatry something similar. We have lost those people up there 
within the last 4 months. 

Mr. Rivers. Do you think this bill goes far enough to assist you 
in retaining these officers? 

Admiral Hogan. No, sir. I think this bill as presently written 
only corrects an injustice that has been existing for many years and 
equalizes the rank and promotion status of the medical and dental 
officer with the line officer. 

I think as I mentioned here, there certainly should be some type 
of increased monetary return above this provision that is now in the 
bill of correcting this injustice on promotion. 

Mr. Rivers. Do you consider the Grenfell report as having gone 
far enough? 

Admiral Hogan. The original Grenfell report, I felt, was very 
acceptable to us and would have a major effect on procuring younger 
medical officers and keeping the medical officers in the Navy that 
we now have. The factor that the contract was not acceptable par- 
ticularly to the doctors from the standpoint of being frozen under a 
contract that they couldn’t get out of if they wished to, changed 
their situation. 

Mr. Rivers. But you think that is a definite inducement at the 
end of each enlistment period, that that would be a better way of 
attacking this problem. 

Admiral Hogan. Yes, we felt some increase in pay at the end of 2 years 
when this large group of Reserve medical officers leave the Navy, to 
induce them to stay in, for 6 or 10 years—something of that nature— 
would help a great deal. 

Mr. BuanpForp. May I ask, Admiral, if you would look with favor 
upon—just to use my imagination for a moment—a program that 
would provide an increase of $50 after 4 years of active duty, over and 
above the present $100 and then perhaps an additional increase to a 
total of $200 after 8 years and then perhaps an additional increase to 
a total of $250 a month upon the cov pletion of 12 years? The reason 
I mentioned the beginning figure at 4 years is that you have so many 
people in the Navy today who are regulars only in name, and they are 
only there to complete an obligated service, and you would not—in 
other words, the inducement there—it would be just a windfall to 
them. But if you made it applicable after 4 years of active duty, 
you would really hold out an attraction of a $50 a month increase and 
then upon the completion of 8 years of active duty, they would be 
receiving a $200 bonus and at the end of 12 years, a $250 bonus. 
Would that appeal to your imagination? 

Admiral Hoean. Yes, sir, very much so. I would heartily endorse 
that. 

Mr. Rivers. That is not the reenlistment bonus, is it? 

Mr. BLANpForRD. No, sir; but it is along the general principle. 
It is to induce them to continue to remain on active duty, knowing that 
they are going to get a substantial increase upon the completion of so 
many years of active duty, and using the same argument that the 
services have used in the past, that if they can get a man to stay in the 
service for a sufficient period of time, they can convince him that he 
should make a career of the service, that this might accomplish the 
objective. 
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Mr. Rivers. I think that is one of the factors that would be help- 
ful. That is only one of the factors, but it is certainly one of the 
factors. Housing and all that goes with it, but I think something 
along that line would be one of the immediate steps we could take. 

Admiral Hoean. Yes, sir. Admiral Holloway has been very 
strenuous in pursuing the unpleasant duties that are medically de- 
bilitating in small ships and isolated stations, in keeping doctors there 
a year and taking them back again into more active medical practice 
areas, which would help a great deal. 

Mr. Bennett. I was somewhat disappointed when the task force 
staff showed us this diagram showing that after this legislation was 
enacted that even civil service doctors will be getting substantially 
more than doctors would be getting under this bill, and it seems 
simple just to say in words that they ought to be at least comparable, 
and that is my own personal feeling, but I wonder if anybody has 
any amendments to offer, or any suggestions as to how we could 
bring the standards up to civil service levels, because I think most 
Members of Congress would like to do that, at least, as a Member. 

Do you have any suggested amendments that might bring the thing 
up that way? I full realize the Bureau of the Budget did not approve 
more money being spent in this, but on the other hand, Congress is 
supposed to be an independent section of the Government, and I find 
myself with a strong motive to bring it up at least to the civil service 
level, and yet I do not know what amendments would be required 
to do that. 

Admiral Hocan. The suggestion of Mr. Blandford a moment ago 
of increasing it $50 a month in 3 stages, 4, 8, and 12 years, would 
bring it close to that. At the 12-year level it would bring income, 
particularly to the family man with children in high school and 
starting to think about college, it would keep them in. 

We lost most of our experienced doctors by resignation in the 9-, 
10- and 11-year period of their service. 

Mr. Bennett. Then let me ask this question: If Congress should 
decide after hearing the debates and everything that they thought 
it was a good thing to raise the pay to the civil service level of doctors’ 
pay, do you feel the type of amendment suggested as a possibility by 
staff counsel of this committee and just testified to, would be the 
type of amendment which would be a good one to accept to accomp- 
lish that objective? 

Admiral Hogan. Yes, sir. 

Mr. Kiipay. Thank you, Admiral. 

The meeting will adjourn until 10 o’clock tomorrow. 

(Whereupon, at 11:50 a. m., the subcommittee adjourned to 
reconvene at 10 a. m., Friday, February 17, 1956.) 


House oF REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE No. 2, 
Washington, D. C., Friday, February 17, 1956. 
The subcommittee met at 10 a. m., Hon. Paul J. Kilday (chairman 
of the subcommittee) presiding. 
Mr. Kitpay. The committee will be in order. We will resume on 
H. R. 8500. 
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Maj. Gen. Silas B. Hays, Surgeon General of the Army. You may 
be seated, General. 

General Hays. On my left is Major McKenzie of my office. I 
have a prepared statement, Mr. Chairman. 

Mr. Kitpay. You may proceed. 

General Hays. Mr. Chairman and members of the subcommittee, 
I am Maj. Gen. Silas B. Hays, Surgeon General of the Army. I ap- 
preciate the opportunity to speak i in support of H.R. 8500. I have 
a brief prepared statement which I would like to present to the 
subcommittee. 

The purpose of this bill is to increase the attractiveness of a military 
career for medical and dental officers to the end that the Medical 
and Dental Corps of the three military departments will be comprised 
primarily of career officers. 

More specifically, the bill, if enacted, would do three things: 

First, it would increase by 1 year the 4 and 3 years, respectively, 
of constructive service credit presently awarded to medical and dental 
officers at time of appointment in recognition of their long and ex- 
pensive years of professional training. 

Second, it would authorize the service Secretaries to adjust the 
service credited to medical and dental officers now on active duty to 
reflect the 1-year increase in constructive service referred to above. 

Finally, it would permit medical and dental officers to count as 
years of service for pay purposes the constructive service credit 
awarded to them for their professional education. This provision 
of the bill would result in a pay increase of approximately $50 per 
month for the average medical officer 

At the present time, regular Medical Corps officers on duty with 
the Army constitute approximately one-third of the total number of 
medical officers required. Except for a small number of so-called 
career reservists the remainder of the Army’s requirement for medical 
officers is now being filled by the operation of the doctor draft law. 
It is obviously inefficient and uneconomical to operate a medical 
service. under a system which results in a turnover each year of 
approximately one-third of the Army’s Medical Corps officers. 

Since the freeze on acceptance of regular Army resignations was 
lifted on July 1, 1953, Medical Corps officers have been leaving the 
service at an alarming rate which, if continued unchecked, will soon 
affect the ability of the Army medical service to fulfill its mission. 
For example, during fiscal years 1954 and 1955, among the Regular 
Army, Medical Corps officers who were eligible to resign, 23 percent 
of the lieutenant colonels; 66 percent of the: majors, and 75 percent of 
the captains left the service. 

While there has been some improvement in this resignation rate in 
the past few months, the situation remains serious. Even if we are 
able to replace the officers resigning, we would, in general, be trading 
our trained, experienced specialists for medical officers who must 
receive 3 to 5 years’ training before they can equal the youngest and 
least experienced of those whom we are losing. 

The Department of Defense has made an exhaustive study of the 
related problems of procuring and retaining career medical personnel. 
This study has revealed that although there are many factors involved 
in these problems, the major cause of our present situation is the 
disparity pe aa the income of military doctors and civilian doctors. 
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I realize that there are many important factors other than this dis- 
parity in incomes such as frequency of moves, professional prestige, 
and motivation. However, it is my hope that certain changes along 
the lines proposed in H. R. 8500 will give sufficient stability to the 
Medical and Dental Corps to alleviate these related aspects of the 
basic problem. Accordingly, I strongly recommend that the subeom- 
mittee take favorable aeuion on this bill 

I have appreciated this opportunity of appearing before the sub- 
committee. I shall be happy to answer any questions you may have 
regarding this bill. 

Mr. Kiupay. Are there any questions from members of the sub- 
committee? 

Mr. Rivers. Do you think this bill goes far enough? 

General Hays. No; I do not. 

Mr. Rivers. You have heard a discussion on how to make it more 
attractive by including a sort of escalator attraction to it? 

General Hays. Yes. sir. 

Mr. Rivers. Would you favor such a proposition as that? 

General Hays. The particular suggestion that Mr. Blandford made 
yesterday, I think, is an excellent suggestion. 

Mr. Rivers. You think that would make it more attractive and 
more nearly comparable to the attractions held out to the physicians 
and dentists of the Veterans’ Administration? 

General Hays. Yes, I do. I have not had the opportunity to make 
any computations since I heard of this yesterday as to exactly what 
the comparison would be. 

Mr. Rivers. You favor making this bill more comparable to the 
other services? 

General Hays. I would. 

Mr. Kiupay. Are there any further questions? 

Mr. Blandford. 

Mr. BuanpForp. What steps have you already taken, General, with 
regard to promoting your medical officers? 

General Hays. We have in the last few months made considerable 
progress in the promotion of-all ranks of Medical Corps officers. 
Starting in with the first lieutenants to captain, we are in the process 
of promoting all first lieutenants to captain, and plan within the next 
approximately 6 weeks to have completed that action. At that time, 
new officers coming on duty will come on in the grade of captain, and 
still will be junior to the ones who are already on duty. 

We are reviewing, of course, all the records of these individuals 
to make sure that we do not promote anyone who should not be 
promoted because of being a security risk, or something of that nature. 

Likewise in the promotions from captain to major, major to lieu- 
tenant colonel and lieutenant colonel to colonel, we have already 
promoted more than were previously planned and are in the process 
in the next few months of promoting a considerable number. 

Mr. BLanpForp. General, would you submit a letter to Mr. Kilday 
as soon as you can—and I might ask Dr. Ogle if he will do the same 
thing—concerning the steps that you have taken to bring about better 
utilization of your physicians on active duty, as well as the steps that 
you have taken administratively to make a medical career more 
attractive? I am thinking of stability of assignment, of more pro- 
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fessional use and less administrative use of physicians and things of 
that nature. 

General Hays. I would be very happy to. 

Mr. BuanpForp. Let me ask you what your attitude is with regard 
to better utilization of retired doctors. 

General Hays. Until the last 6 weeks or so, when we developed a 
new promotion program within the Department of the Army, until 
that time, every retired officer that we kept on duty—most of them, 
of course, were in the grade of colonel—filled a slot, and blocked the 
promotion of officers to the grade of colonel. 

Just within the last few weeks, that situation has been changed so 
that retired officers that we now keep on active duty would not block 
temporary promotions of other medical officers. If we kept indi- 
viduals on duty past the age when they were supposed to retire, they 
would block permanent promotions. 

Mr. BLanpForp. However, you can retire them and recall them? 

General Hays. We can do that and we are now giving consideration 
to doing just that. 

About a year and a half ago, we had 30 retired people on active 
duty. We eliminated those—almost all of those, all except two— 
because of this block in promotions, but now we are in a position 
— we can try to keep some of these people on duty and we will 

0 SO. 

Mr. Buanprorp. Will this bill, in general, have any effect with 
regard to blocking promotions? Will it block any promotions of the, 
let us say, the line officers in the Army, under the Officer Grade 
Limitation Act? 

General Hays. I do not think that it will. 

Mr. Buanprorp. That has been carefully considered and you will 
not have any problem? 

General Hays. It has been thoroughly concurred in by the person- 
nel authorities of the Department of the Army. 

Mr. Buanprorp. Under this bill there will not be as great an age 
disparity as might be expected because these officers are all 5 or 6 
years older than the average contemporary to start with; i that 
correct? 

General Hays. That is right. é' 

Mr. BuanpForp. So from an age viewpoint this bill will merely 
put them in the rank to which they would have attained had they 
gone in right out of college? 

General Hays. Under this bill, in general the average age of medical 
officers in any given rank will be approximately the same as a line 
officer in that same rank. 

Mr. Buanprorp. How many resignations have you received in the 
last 2 years among veterinarians? 

General Hays. In fiscal year 1955, we received 4 resignations and 
in the last 6 months—that is, since July 1, we have received 1 resig- 
nation, and those figures are ‘the Army and the Air Force, inc oe 

Mr. Buanprorp. What difficulty are you experiencing today i 
getting veterinarians? 

General Hays. We are not experiencing any difficulty in getting 
veterinarians. 

Mr. BuanpForpD. You are not losing them—-how many applications 
do you have for commissions in the Veterinary Corps? 
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General Hays. I will have to get that answer for you. 

Mr. Buanprorp. How many veterinarians do you have serving on 
active duty in the Army? 

General Hays. About 475. 

Mr. Bianprorp. Do you have more applications than you have 
billets? 

General Hays. I think that is generally correct. 

Mr. Buanprorp. Do you have any veterinarians on active duty in 
the Army today serving as enlisted personnel because there are no 
billets for them? 

General Hays. Not to my knowledge. There may be some but to 
my knowledge there are none. 

Mr. Buanprorp. If you draft a veterinarian under the regular 
Draft Act, do you commission him without regard to whether there 
is a billet, or not? 

General Hays. No, we would not. 

Mr. Rivers. Why would you not, if he is qualified? 

General Hays. Because we have only so much work to be done, so 
many are authorized, and we would not commission more people 
than we needed to do the job. 

Mr. BLanprorp. What was your reaction yesterday to General 
McCallam’s testimony—and 1 am merely trying to establish the 
facts, here, concerning the need for veterinarians and whether or not 
there is a problem in connection with veterinarians. 

General Hays. Well, 1 might say, Mr. Blandford, first, that I am 
very proud of our Veterinary Corps, both as a corps and the individuals 
who are init. I have many very fine friends. 

Now, for many years, the Veterinary Corps of the Army has been 
in a relatively favorable position, vis-a-vis civilian life, civilian 
practice, and they have been able to secure topnotch graduates of 
veterinary schools. 

I personally want to go on record as saying that I think they have 
done a fine job in selecting topnotch young men to come in the service. 

To more specifically answer your question, the reason for this 
bill, H. R. 8500, is because of the urgent situation in the fields of 
medicine and dentistry in the Armed Forces. We do not face that 
urgent situation in the veterinary field. The figures of resignations 
for medical and dental officers have already been made a matter of 
record and I have just given you the resignations in the Veterinary 
Corps. 

Now, next June it is expected that approximately 450 draft-vul- 
nerable men will graduate from the veterinary schools. The schools 
of veterinary medicine. The armed services will have billets for 
approximately 225 of those graduates. In other words, there will 
be about twice as many draft-vulnerable—regular draft-vulnerable 
graduates as there will be billets 

Mr. Buanprorp. How many career men do you have in the 470 
veterans that you now have? 

General Hays. 162. 

Mr. BLanprorp. Is that indicative of the fact that you cannot 
get more of them to apply for regular commissions? Why is not the 
situation the same with veterinarians as it is with others? 

General Hays. The authorized strength of the Regular Army 
Veterinary Corps is 171. We have 161 on board. 
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Mr. BuanpForp. What is the authorized medical strength? 

General Hays. 2,200. 

Mr. Buanprorp. Do you not meet yourselves going around in a 
circles, then? 

How many Regular Medical Corps officers do you have now? 

General Hays. Between 1,350 and 1,400. 

Mr. Buanprorp. What you want to do is go up to your 2,200? 

General Hays. That is right. 

Mr. BuanpForp. Your point is that you have as many Regular 
veterinarians today as you are authorized? 

General Hays. We are authorized to have 171 and we have 161. 
There is always a certain amount of lag, of course, in any recruitment 
program. 

Mr. BLanprorp. You make as a statement the point that you are 
having no problem filling the billets for career veterinarians in the 
Army under existing law? 

General Hays. That is correct. 

Mr. Buanprorp. I have no further questions. 

Mr. Rivers. General, in contemplating your present figure for the 
future—what is it, 1 million plus? 

General Hays. Yes. 

Mr. Rivers. What would be a safe margin per thousand for 
physicians to carry out your primary mission? 

General Hays. First may I say, Mr. Rivers, I do not want to have 
any more doctors in the Army than we actually need to perform our 
missions. The number that we need to do these jobs of course varies 
with many factors: The size of the Army is one, where our troops are 
deployed is another one, whether they are concentrated in big Army 
posts or whether they are scattered out, how much dependent care 
we are giving, how much we are doing in the way of research, how much 
we have to do in that field—for example, in the field of mass casualties 
or other things in connection with preparedness for war—and of course 
the main thing is whether or not we are in combat, which we are not 
at the present time. 

To specifically answer your question, my feeling is that the minimum 
we should have under present conditions and immediately projected 
conditions as I visualize them, would be 3.4. : 

Mr. Rivers. Taking into consideration the fact that there will be 
an adjustment in your present dependent care load? 

General Hays. Yes, sir. 

Mr. Buanprorp. Major McKenzie, do you happen to have figures 
or statistics indicating the percent of persons who are admitted to 
dental, medical, and veterinary school, who are college graduates? 

Major McKewnziz. Yes, Mr. Blandford, I do. For the medical 
profession at time of entry into medical school, 71 percent of the per- 
sons entering had a bachelor’s degree. Due to the fact that certain 
medical schools will grant a bachelor’s degree to persons who are in 
medical school upon the completion of certain additional credits, at 
time of graduation, 90 percent of the persons leaving medical school 
had bachelor’s degrees. 

For the dental profession at time of entry, 47 percent had bachelor’s 
degrees, and again because of the same practice I just referred to for 
medical schools, that figure increased to 64 percent at time of 
graduation. 
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I am sorry that I have not been able to obtain comparable figures 
for the veterinary profession. 


Mr. Buanprorp. I think General McCallam stated 28 percent 
yesterday in his testimony. 

Major McKenzie. I do have figures which bear upon the number 
of years of preveterinary education, but I do not have any specific 
figures on bachelor’s degrees. 

The latest available figures we were able to obtain as far as actual 
years of preveterinary education are concerned indicated that 42 
percent had completed 2 years of preveterinary work, 25 percent had 
completed 3 years, and 33 percent, 4 years, at time of entry. 

Mr. BuanpForp. Thank you, very much. 

Mr. Kiipay. Thank you General Hays. 

We will now have Maj. Gen. D. C. Ogle, Surgeon General of the 
Air Force. Have a seat General Ogle. 

General Ocie. Thank you, sir. I have with me General Benson 
from my office in case we need to confer on questions. 

Mr. Chairman and members of the committee, I am Maj. Gen. 
Dan C. Ogle, Surgeon General, United States Air Force. I am 
pleased to appear before this subcommittee to testify in support of 
H. R. 8500. We feel that legislation designed to assure an adequate 
and stable medical service for the Armed Forces is necessary. 

The Air Force is faced today with decreasing numbers of medical 
personnel with both military and clinical experience. This is particu- 
larly significant in the face of increasing requirements and greater 
dispersion. 

At this point I would like to make a correction in my prepared 
testimony. These data printed were taken from the first of the fiscal 
year for the preliminary studies and instead of 65 percent, we now 
have over 70 percent of the medical officers of the Air Force who have 
less than 2 years medical and clinical experience. Less than 5 percent 
have had more than 20 years experience. 

Such an adverse distribution in age and experience results in a 
marked insufficiency of an intermediate group to insure a continuing 
leadership in our military medical structure. 

The problem of leadership becomes acute when it is recalled that 
we have 276 medical treatment facilities worldwide, each of which 
require a medical commander with broad clinical and military experi- 
ence. Our present requirement is not being met by virtue of our 
inability to recruit adequate numbers of promising young professional 
men and by the high resignation rate in all grades, particularly among 
those with the greatest professional attainments. 

We have conducted surveys to determine the causes of this situation 
and to determine whether or not we had the means to effect a solution. 
In analyzing our surveys we found that we could take certain correc- 
tive actions in areas where adverse comment had been made about 
military medical careers. 

We have been able to make slight improvements in rank differentials 
by increasing the promotion list credits on initial appointments and 
by the use of temporary promotions now allowed by law. We feel 
we have somewhat improved the prestige of physicians and dentists 
by having them addressed as ‘‘doctor” regardless of rank, by allowing 
them distinctive medical insignia in recognition of their profession, 
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and by improving their opportunities for education and training within 
the service. 

We have improved the utilization of physicians and dentists by 
allowing, wherever possible, a man to practice in the specialty of his 
choice, by the maximum use of paramedical and administrative 
personnel, and the reduction of medical administrative staff assign- 
ments to less than 2 percent of our total corps. 

Within the areas of dissatisfaction there have been corrections we 
could not make. <A concerted effort has been made to stabilize assign- 
ments but further improvements in this area are improbable because 
of the high degree of turnover. We can go no further in improving 
the rank structure without new enabling legislation and we are unable 
to give longevity credit to physicians and dentists based on the years 
of their personally financed schooling. In all our surveys it was 
evident that the paramount deterrent to attracting and retaining 
professional men was the fact that the military services do not now 
compete with the incomes available to professional men in civilian 
practice, and in our opinion this differential in the economic status 
between the military professional man and his civilian colleague is a 
competitive hurdle which we cannot surmount without legislative 
enablement. 

In the 1930’s competition was keen for Regular commissions in 
the Medical Corps of the Army and Navy. Today less than 30 
percent of our authorized positions are filled by Regular officers and 
career reservists. 

Of significance, too, is the fact that 86 percent of our Regular 
officer recruitments over the past several years have been obtained 
through residency training appointments. Without the residency 
training program our inducements to enter the Regular service would 
be insignificant based on current experience. 

Since our residency training program was initiated in 1952, we 
have trained 379 physicians and now have an additional 281 in 
training. Of those who completed their training 169 have fulfilled 
obligated service incident thereto and of these 55 percent have 
already resigned. 

In our surveys of those remaining we have determined that it is 
the intent of at least.an equal percent to resign upon completion of 
obligated service, and it was equally evident that the intention of the 
officers shifts in the direction of immediate resignation as the end of 
their obligated service time approaches. 

The residency program does not meet our numerical needs for 
physicians. Since 1950 we have depended on the special provisions 
of Selective Service to meet our physician and dentist requirements; 
however, we now believe that the provisions of Selective Service will 
not continue to meet our needs for adequately trained professional 
men. 

This analysis of our present military medical problem leads me to 
the conclusions that military medicine on a career basis will remain 
unattractive unless the economic features are improved and career 
incentives to provide for better recruitment and retention of career 
doctors are sorely needed. I conclude that H. R. 8500 is an important 
step in solving these problems but that additional incentives might 
well be considered. 





ee aes 


sete ~ 


5934 


There are many attractive features to the practice of medicine in the 
Armed Forces and a life in the military community. Since economic 
security is a real fundamental need and economic betterment a prime 
motivating factor, it can be concluded that once this requirement is 
satisfied greater emphasis and values can be placed on the truly 
attractive phases. 

Mr. Kitpay. Thank you, General. 

Are there questions from members of the committee? 

Mr. Rivers. Of your 276 worldwide facilities for the 1 million plus 
man Air Force, what is a safe minimum standard per thousand men? 

General Ocie. We have studied this very carefully, Mr. Rivers. 
We feel that a ratio of 3.4 physicians is a requirement. 

Mr. Rivers. Yours, then, is the same as the Army? 

General Ocue. Yes, sir. 

Mr. Rivers. And the Navy was 4.2. 

General Oate. I believe I heard that testimony yesterday. 

Mr. Rivers. Admiral Hogan, what is the minimum for the Navy? 

Admiral Hogan. We gave you the figure of 4.2 per thousand but 
that is not what we call an adjusted rate counting interns and resi- 
dents. Today we don’t count interns, we only give one-half credit to 
a resident. Our adjusted rate would be 3.7, counting no interns. 

Mr. BLanprorpb. That is,the same as your ratio is computed; is it 
not, General Ogle? 

General OacLeE. Yes, sir. 

Mr. Rivers. Yours would be 3.7? 

Admiral Hocan. Yes, sir. 

Mr. Kiupay. Mr. Blandford 

Mr. BLanprorp. How many Regular doctor physicians are author- 
ized in the Air Force? 

General Octe. 1,000. 

Mr. BLanpForp. How many do you have on board? 

General Our. 850, approximately. 

Mr. BLANDFORD. So, actually, in this discussion of the number of 
ne doctors you need you are really anticipating an augmentation 

ill? 

General Ocie. We are anticipating that our authorization for 
regular billets will be increased at least to 1,500. 

Mr. Buanprorpb. This basis on which you are operating of an ideal 
situation in which two-thirds of all the doctors in the Armed Forces 
are career doctors is based upon the theory that both the Army and 
the Air Force will have a substantial augmentation in the Regular 
corps. 

General Oar. Yes, sir. 

Mr. BLanprorpb. And I presume that the Navy figure of authoriza- 
tion of 6.5 is for practical purposes a thing of the past and—let me 
ask Admiral Hogan right now, that question: Admiral, I realize that 
the number of Regular doctors that you are authorized exceeds for 
practical purposes the number that you can even have under the 
Officer Grade Limitation Act, but how many Regular officers do you 
consider now that you are authorized to have? 

Admiral Hocan. Well, we are authorized to have as many as we 
can get up to 6.5, but we have now aboard 1,129 Regular officers, 
2,293 United States Naval Reserves, a total of 3,434. We do not 
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have the limitation on the number of Regular officers we have aboard. 
It is a question of our needs. 

Mr. Buanprorp. You have that high authorization which you 
hawen’t attained anyway. 

Admiral Hogan. Yes, sir. We would like to have 2,300 Regulars. 

Mr. Buanprorp. Compared with how many today? 

Admiral Hogan. 1,129. 

Mr. Kitpay. General Ogle, I want to comply with regulations, so 
I will call you Dr. Ogle. 

General Oaix. Thank you, sir. 

Mr. Kixpay. In your statement you refer to improving the oppor- 
tunity of doctors for education and training within the service. One 
of your facilities for that training is the School of Aviation Medicine, 
is that correct? 

General Oauz. Yes, sir. 

Mr. Kiupay. It is my recollection that about 4 years ago, now, the 
committee authorized construction of a new school of aviation medi- 
cine. Is that right? 

General Ocie. That is about right, yes, sir. 

Mr. Kiupay. Funds have been available from appropriations for at 
least 2 fiscal years? 

General Ocie. That is my understanding, yes, sir. 

Mr. Kiupay. Is it under contract yet? 

General Octe. No, sir. 

Mr. Kitpay. About the same time that we authorized the new 
School of Aviation Medicine, we authorized the test station at Tulla- 
homa, Tenn.—wind tunnels and what not. It is my understanding 
that the Tullahoma, Tenn., installation is either completed or is well 
on its way to completion. 

Yesterday we lost a B—52, the first one. I am sure that if that was 
the result of mechanical failure, that we have in existence adequate 
stations at which to determine the cause of that mechanical failure and 
to overcome it. I won’t question you on that because you are in the 
medical service, but if that failure was due to some personnel physical 
failure incident to flight, you would, of course, I suppose, refer it to 
your School of Aviation Medicine or your other research facilities, 
is that correct? 

General Oaue. Yes, sir. 

Mr. Kiupay. And the facilities you have in the School of Aviation 
Medicine will be available when? 

General Oaie. They were constructed at the same time the Ran- 
dolph Air Force Base was constructed. I believe it was officially fin- 
ished in 1931, with an additional single building 2 or 3 years later. 

Mr. Kinpay. So that you still have the physical properties that 
were built at that time for the School of Aviation Medicine? 

General Ocie. I can make one correction to that. We have 
quite a few new buildings at the school which were constructed out of 
boards and tar paper during World War II. 

Mr. Kiutpay. My recoliection is that this week a subcommittee of 
this committee authorized additional wind tunnels and other test 
stations for the equipment. 

I would like to know who it is who doesn’t care whether we train 
flight personnel. Is it the Air Force, the Department of Defense or 

the Bureau of the Budget? 
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General Oatie. I don’t believe we have anyone who doesn’t care, 
but I might add that I have the same concern that you are apparently 
evidencing here, Mr. Kilday, in that I personally feel, as Surgeon 
General of the Air Force, I don’t have adequate means, either in the 
way of a school of aviation medicine, if we wish to call it that, or the 
numbers of physicians who are assigned to the duties of an aviation 
medical examiner or flight surgeon, to give proper attention to what I 
think could be done toward the lessening of the number of aircraft 
accidents that we are having today. 

Mr. Kixpay. Now, to be fair, | want to follow up that question. 

The Surgeon General’s Office of the Air Force has completed its 
activity with reference to the School of Aviation, or the Aero-Medical 
Center and forwarded it on through the Air Force, is that correct? 

General Ocire. We thought we had, until we went for an apportion- 
ment and ran against a policy that prevented a release of apportioned 
funds for the initiating of contracts for construction, until such time 
as we could more or less place the project in a straitjacket, in that we 
could determine what the total cost would be from the beginning to the 
end. We are in that process now and that is a difficult problem. 

Mr. Kixipay. I don’t think that was done with regard to Tullahoma. 

Did that come from the Department of Defense or the Bureau of the 
Budget? 

General Ocire. That came from the Bureau of the Budget. 

Mr. Kinpay. How many times has this been sent to the Bureau of 
the Budget and been sent back? 

General Ocue. I am not in a position to state. 

Mr. Kitpay. Numerous times; is that correct? 

General Oaue. Certainly more than once. It has been over there 
before. 

Mr. Kixpay. It has been over there a number of times. 

Do you know whether it is the same people in the Bureau of the 
Budget who sent it back who emasculated the recommendation of the 
Grenfell committee? 

General Oauz. I don’t know, sir. 

Mr. Kitpay. Mr. Huddleston 

Mr. Hupp.ieston. A few moments ago you said the recommended 
ratio of medical officers in the Air Force to total personnel should be 
the figure of 3.4 per thousand. I believe Dr. Hogan suggested a figure 
of 3.7 for the Navy and Dr. Hays, 3.4 for the Army. 

What is your reaction to the incorporation in this bill of a provision 
that would set a floor in the neighborhood of those figures under the 
medical officer quotas in the various services? 

General Ocie. I don’t know much about the construction of these 
laws or their operating over a period of time. I see no objection to 
that providing the Secretary of Defense or at least the departmental 
Secretaries were authorized to go below that in case the service re- 
quirements would indicate it would be more economical. The changes 
in the conduct of the practice of medicine, as well as military medicine, 
do change, from time to time, and I am not personally inclined to see 
too much restricting language in law. 

Mr. Huppiestron. Well, Dr. Ogle, unless we put some kind of hard 
and fast floor in the bill, wouldn’t it be your opinion we would end up 


with the same situation we are confronted with now with regard to 
these quotas? 
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General Oair, That is certainly very possible; ves, sir. 

Mr. Huppuuston. I believe that is all. 

Mr. BuanpFrorp. Doctor, what would you think of a provision that 
would establish as a minimum ratio the figures that have been dis- 
cussed here, with the further proviso that the Secretary of Defense 
would be required to report to the Congress annually, any changes in 
that ratio and the reasons therefor. 

General Oguz. | think that would be an excellent provision. That 
keeps the adjustment of the requirement in the hands where it belongs. 

Mr. Buanprorp. In other words, recognizing if you establish the 
ratio, the inaccessibility of doctors may prevent you from getting the 
number. That might be one reason. On the other hand, the number 
of doctors on active duty may be determined by other reasons and 
perhaps it would be wise for the Congress who is charged with the 
respcnsibility of maintaining the Armed Forces, to know why those 
ratios have not been attained. 

General Oaie. That is an excellent suggestion. 

Mr. Buanprorp. May | ask you how many veterinarians you have 
on active duty? 

General OGLE. 307. 

Mr. BLanprorp. How many are authorized to be regular veter- 
inarians? 

General Oar. 100. 

Mr. BLanpFrorp. How many do you have? 

General Ocin. We have 82 commissioned at the present time and 
8 approved applications that have not yet been accepted by the 
individual. 

Mr. Buanprorp. Are you having any difficulty obtaining veter- 
inarians? 

General Oaur. The difficulty has not assumed the same prominence. 
We do not have any excess applications for regular commissions. 

Mr. BLanprorp. How many resignations have you had from among 
your career veterinarians? 

General Ocur. True resignations since July 1953, one. 

Mr. BLanprorp. One resignation? 

General OacLE. Yes, sir. 

Mr. BLaNnprorp. In that same period of time how many individuals 
applied for Regular commissions in the Veterinary Corps? 

General Oair. The number of applications, approximately 22. 

Mr. BLanprorp. Thank you very much. 

Mr. Kinpay. Thank you, Dr. Ogle. 

Captain Martineau, will you and the other members of the task 
force come around, please. 

Mr. Buanprorp. The other day, Captain, it was suggested some 
consideration might be given to a bonus provision. That is an 
increase in the present special pay for physicians or for doctors, which 
would be reflected as increases upon the completion of X number of 
years of service. At my request, you developed a chart indicating 
a $50 a month increase upon the completion of 3 years of active duty, 
an additional $50 increase upon the completion of 6 years of active 
duty, and an additional $50 a month increase upon the completion 
of 10 years of active duty. 

The theory behind that proposal was that you would want to 
continue to make additional money available to physicians as an 
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attraction to stay in the service, until you had reached that point 
where their equity in retirement was sufficient justification, plus their 
accelerated promotion, to justify their continuation on active duty. 

Now, if we were to develop such a program, are you prepared ‘now 
to indicate how that would compare with the equivalent Veterans’ 
Administration pay schedule for physicians? 

Captain Martineau. We have prepared a table, Mr. Blandford, 
that shows that it would be a much more favorable comparison, of 
course, than it is right now. 

Mr. BLanprorp. Let’s take the man who under this bill will come 
inasacaptain. He will have, of course, the longevity credit applicable 
to a captain with 5 years of service, compared with the civil service 
employee, or the Veterans’ Administration physician, and let’s use 
the high and the low of the Veterans’ Administration, or civil service 
emplovee and compare that with what the captain would get under 
the additional $50 that the captain would receive upon the completion 
of 3 years of active duty, coupled with the 5 years of constructive 
credit which would give him a total of 8 years for basic pay purposes 
and let’s take his total pay at that point and work up the scale and 
I would like vou to read the figures so they can appear in the hearings 
without the necessity of printing this chart. 

Captain Martineau. Mr. Blandford, in reply to your inquiry, we 
have that information. 

Assuming that a military doctor completes 3 years active service 
and is in the grade of captain in the Army Medical Corps, and essum- 
ing that he would be given a $50 increase in his present special pay 
upon the completion of 3 years’ service, then at that point, his total 
basic pay allowances and revised special pay would be $721.68. Make 
it $722 for around figure. That would be $722 for the military doctor 
upon the completion of 3 years’ service at which time he would become 
eligible for this revised special pay which would then be $150 instead 
of $100 as it is now. 

Mr. Rivers. Ant the total pay would be $721. 

Captain MarTINEAU. $722 per month. 

Mr. Rivers. His rank would be what? 

Captain MArTINEAU. His rank would be captain. 

Now, his contemporary in the civil service—he could have qualified 
for various grades. The pay range for that period of service for the 
civil service doctor would be between $725 and $839. 

Mr. BianpFrorp. Does this civil service or Veterans’ Administra- 
tion physician have to further qualify himself or are there increases in 
pay automatic by merely service in grade, in his civil service grade? 

Captain Martineau. It is service in grade, and _ professional 
attainment, but he does not have to qualify to the same extent that a 
military doctor must qualify for promotion. 

Mr. Buanprorp. What I am getting at is, what do you mean 
by ‘further professional attainment’? Is it merely the experience 
he has gained over the years that he has been employed? 

Captain Martineau. That is a part of it and of course the attain- 
ment of a clinical specialty or certification. 

Mr. BLanpForp. Let’s disregard the specialty angle because we 
are not going to deal with specialty pay here as such, insofar as the 
military man is concerned. Let’s talk about the general practitioner 
in the Veterans’ Administration. How does he qualify for pomotion— 
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how does he go from a GS-12 up to a GS-15, that is what it boils 
down to, with ingrade pay increases? 

Captain Martineau. The civil service medical officer can start in 
service upon completing his medical internship in the grade GS-11. 
An annual salary of $7,465. That is the top step. Then he can 
qualify for the next higher grade, GS-12, which carries an annual 
salary of $8,645. 

Mr. Buanprorpb. That is the $725 a month man? 

Captain Marringau. Yes. 

Mr. BuanpForp. That is normally upon the completion of 3 years 
of service, or sooner? 

Captain Martineau. Or sooner. He can get that upon com- 
pleting 1 year. 

Mr. Rivers. What does that $725 represent? What all is in 
that $725? 

Mr. Buanprorp. That is his total basic salary. 

Captain Marrineau. That is his total pay from the civil service. 

Mr. BuanprForp. I might add, Mr. Rivers, that is an important 
question here, for this reason, that if a civil service doctor should go 
overseas, he receives a 25-percent bonus, I believe, in his pay, which 
we aren’t even talking about here, with regard to medical officers in 
the armed services. 

Mr. Rivers. That $725 includes what, something in the way of 
quarters, and so forth? 

Captam Martineau. He is not given quarters over here but when 
he goes overseas he frequently is assigned quarters. 

Mr. Rivers. What be he get in the way of quarters allowance? 
Do you add that to that? 

Mr. BuianpForp. That is compared here. In other words, the 
$725 a month for the civil service employee includes his total pay. 
The $722 we are talking about here which would be the pay of a 
conten with 8 years of service for pay purposes. 

Mr. Rivers. Captain in what? 

Mr. Buanprorp. In the Army Medical Corps, that would include 
the allowance he would get for his quarters. 

Mr. Rivers. Plus what? 

Mr. BuanpForp. Plus nothing else. This is subsistence, quarters, 
special pay, and basic pay. 

Mr. Rivers. It is the salary, it is the subsistence, it is quarters, 
and it is what else? 

Mr. Buanprorp. And special pay. Then, there is the magnificent 
additional attraction of the post exchange. 

Mr. Rivers. I wasn’t talking about those things. We had trouble 
bringing them up to the level they are in now. 

Mr. Sccaekeen We are concerned with fringe benefits and we 
might just as well talk about it. 

Mr. Huppieston. Mr. Chairman, before we leave this point I 
would like to ask Captain Martineau if this bonus will be included in 
the computations for retirement purposes. 

Captain Martingeav. No, sir. It will follow the same rules 
presently applicable to the $100 special pay to which they are entitled 
and is not in the computation of his retired pay. 

Mr. BuanpForp. As a matter of fact, the retired pay, Mr. Huddles- 
ton, that basic pay drops down to the neighborhood of $400 a month 
upon which retired pay is computed. 
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Now, let’s go on to this same officer who now has completed a 
total of 6 years of active duty and has a total of 11 years for pay 
purposes, who is by this time a major. We-now give him an addi- 
tional $50 a month inducement over and above the $150 he has been 
receiving, so in effect he is now drawing the pay of a major with 
11 years of service and in addition he will be drawing a special pay 
as a physician, of $200 a month. 

Now, how does that compare with the civil service position? 

Captain Martineav. His total emolument at that point, upon the 
completion of 6 actual years of service as a military doctor, would be 
some $851 per month. That would compare with a salary range for 
the civil-service doctor between $839 and $950 per month. 

Mr. BuanpFrorp. Now, are you reflecting the specialist’s pay or 
just the in-grade promotion? 

Captain Martineau. That is the in-grade promotion. 

Mr. BLaNpForp. So, in other words, at $852, he is slightly better 
off than the low man on the totem pole who is the civil-service physi- 
cian, he is $100 worse off than the high man on the totem pole, in the 
civil service—among civil-service doctors. But there we have 
approached a somewhat reasonable medium. In other words, the 
comparison is $852, as opposed to a low of $839, and a high of $950? 

Captain MARTINEAU. That is correct, sir. 

Now, in addition, at that point of service, his professional colleague 
in the Veterans’ Administration could have qualified for a specialty 
pay in the Veterans’ Administration, and if so, then the Veterans’ 
Shikidinlelpesion specialist doctor would have qualified for a salary 
ranging between $936, and $1,025 per month. I would like to point 
out that this military doctor at the 6-year point might very well also 
have become a specialist, but that is not reflected in his pay. 

Mr. Bianprorp. That would not be reflected in his pay? 

Captain Martineau. That is correct. 

Mr. Rivers. Why don’t we raise Mr. Blandford’s escalator prop- 
osition up $10 orso? Then we will hit it more nearly. They are just 
a — bit behind. There is this 6 percent retirement that comes off 
of that. 

Mr. Kitpay. The thing we need to get into this computation is 
that the Veterans’ Administration doctor is reduced by 6 percent in 
take-home pay for the retirement fund and his total compensation is 
subject to income tax, whereas the military doctor’s quarters and sub- 
sistence allowance are not. 

Captain Martineau. That is a factor and there is no contribution 
for retired pay. 

Mr. Kiupay. In attempting to reach a comparable figure it must be 
taken into consideration. It would be taken into consideration on 
the floor. 

Mr. Rivers. I was talking about the military man. 

Mr. Buanprorp. That can be remedied by having that increase 
effective later. In other words, a year later, rather than having it 
reduced in amount. The 6-percent factor which, of course, is a factor, 
if you translate it to the $850, it amounts to around $50 a month, so 
that would put the military individual in a better position than the 
civil-service employee who is at the low of $839 base pay, less his 
reductions. 
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Mr. Rivers. So let’s say his figures are just about right. I wouldn’t 
have to add on $10. 

Mr. Buanprorp. That is right. It would be either just right or 
perhaps the increase should not be reflected until 1 additional year is 
past. I think Mr. Kilday’s point is well taken on that. You are 
likely to have a situation where they are much better off. 

Mr. Rivers. That is as close as you can get it, though, I would say. 

Mr. BuianpForp. Of course, contrasted with that is the ever- 
changing station assignment, which is expensive in itself, and all of 
the other drawbacks of a military career. 

Mr. Kiutpay. That is right. I didn’t mean to equate it all to terms 
of money, but in making a comparison of take-home pay those other 
figures must be borne in mind. I have stated many times that I felt 
to retain military personnel in the military there must be some ad- 
vantages financially. I have attempted to point out in the days 
when we did keep President Eisenhower as a major for 16 years 
without promotion or increase in pay, he had those things which 
civilians did not have in the way of retirement, medical care, and 
what not, and the civilians have now caught up and now have those 
benefits. We want to have the record correct and frank on this. 

Mr. BuianpForp. [ think we can also show in a chart in the report, 
Mr. Chairman, that the 6 percent that is deducted for retirement for 
the civil-service employee is the amount that will be used as a com- 
puter in determining the retirement pay for the civil-service employee. 

Now, contrast that with the approximate $500 a month upon which 
the retirement will be based for the physician on active duty. 

In other words, while you make the comparison between the $839, 
less retirement and income tax, it is not right to make that comparison 
as opposed to $852. It has to be compared with a base pay of approxi- 
mately $500 upon which retirement pay is based. 

Captain Martineau. That is correct. 

Mr. BuanpForp. So they balance each other out pretty well at 
that point. 

Let us try the one at 10 years, where the man will then be a lieu- 
tenant colonel and he will at that point have 10 years of active duty 
and 15 years of service for pay purposes, and he then goes to a total of 
$250 a month special pay. 

Now, how does that compare? 

Captain Martineau. That would give him a total monthly emolu- 
ment of some $996 per month. That is military doctor in the rank of 
lieutenant colonel. That would compare with his professional con- 
temporary in the civil service who would be qualified for a monthly 
income ranging between $950 and $1,060, and for the specialist doctor 
in the VA, a pay range between $1,075 and $1,147 per month. 

Mr. Buanprorp. Now, do you have any estimate as to what a 
program of this nature would cost, on a physical basis? 

Captain Martineau. The estimated cost for such a program, Mr. 
Blandford, would be $8,204,000 annually. 

Mr. Kitpay. Which program is that? 

Mr. Buanprorp. That is the 50-50-50 proposition. Fifty dollars 
increase in 3 years, an additional $50 increase in 6 years, and an addi- 

tional $50 increase in 10 years. 

Mr. Kiipay. The $8 million figure is for what, the present proposal 
of the bill or the present pay scale? 
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Mr. BLaAnpForp. Over and above the present figure of the bill. 
Captain Martineau. Over and above the present figure of the bill. 
Mr. Kizpay. What is the increase? 

Captain Martineau. $8.4 million. That would be a total increase 
under the revised bill including the pay and the revised special pay, 
and the longevity pay which the bill already carries, an annual increase 
of $16 million. 

Mr. Rivers. $16 million over the present bill? 

Captain Martineau. Over the present law. 

Mr. Kiupay. And over the present bill of $8 million——— 

Captain MarTINnEAv. 8,204,000. 

Mr. Bennett. This bill was about $8 million, and this will add 
another $8 million to it? 

Mr. Rivers. You suggest the half and we suggest the other half. 
That is a fair proposition. 

Mr. Bianprorp. Does this include Public Health Service? 

Captain Martineau. No; it does not include Public Health, but 
we will furnish that for the record. 

Mr. BLanpForp. An increase of perhaps several hundred thousand 
dollars. 

Captain MArTINEAU. It is not a large amount. We will furnish 
that, sir. 

Mr. BLanprorp. If that is all on this bonus, Mr. Chairman, I 
would like to develop the bill itself at this point. 

Mr. Kinpay. I think that adequately brings this question up. 
The costs and what not, we can decide in executive session what we 
want to do. 

Mr. Rivers. I would like to discuss this amendment here either 
now or this afternoon. 

Mr. BLanprorp. Now, let us take the bill itself, Captain. We 
will read the bill with regard to perfecting amendments. 

Mr, Kitpay. We will not read the bill now, but we would like for 
the task force to give us their suggestions for perfecting amendments 
to the bill. 

Mr. BLANpForb. Was it oversight that the Public Health Service 
was not included? Was it the intention to include the Public Health 
Service or is there any objection to the Public Health Service being 
included? 

Captain Martineau. It was not an oversight, Mr. Blandford, be- 
cause this was initiated as a Defense Department measure and we did 
not include the Public Health Service, at that time, knowing that it 
would be considered by this committee as it always has been in pay 
matters regarding the uniformed services. 

Mr. Kinpay. They are uniformed services within our pay structure 
in each instance. 

Captain Martineau. That is right. 

Mr. Kitpay. The pay for doctors and allied professions? 

Captain Martineau. They come within all the provisions of the 
Career Compensation Act and the Career Incentive Act. 

Mr. Rivers. It would be easy enough to put that in there. 

Mr. Kiipay. The Public Health Service is here and they can prob- 
ably give it to us. 

Mr. BLanprorp. Proceed with any perfecting amendments neces- 
sary in the bill. 
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Captain Martineau. The first perfecting amendment we would 
like to recommend, Mr. Chairman, is on page 3 of the bill, commenc- 
ing on line 11. Change the period ‘after the word “rank” to a comma, 
and add the following language—a comma after the word “rank” and 
add the following language: 
except that no officer of the Navy shall be given an adjusted date of rank in the 
grade of captain which is earlier than July 1, 1955. All officers of the Navy with 
the adjusted date of rank of July 1, 1955, in the grade of captain shall retain the 
precedence among themselves that they held on the date of enactment of this 
amendatory Act and shall be junior to all other officers assigned that date of 
rank, 

The purpose of that amendment, Mr. Chairman, is to handle a 
situation that exists only within the Navy Medical and Dental Corps. 
It comes about for this reason: Unfortunately, at the present time, op 
the lineal lists of the Navy medical and dental officers, the amount of 
constructive service to which they are already entitled is unequal, due 
to various administrative acts in the past, most of which happened 
during World War II. The net result is that we have doctors on the 
lineal lists of the Navy now who have constructive service, some of 
them as little as 1 year, with relation to the man they graduated from 
college with, and others as high as 4 years. 

Now, if we are going to give them all the credit under this bill— 
namely, up to 5 years—that means that there is going to be some 
inversions of rank, in order to bring them up to the promotion eligi- 
bility zones this bill seeks to accomplish. 

We regret the inversions of rank but it is necessary up to the grade 
of captain in order to bring these people within the promotion zones 
we feel they should be in, by giving them this constructive service up 
to 5 years. 

Mr. Brennetr. This bill is going to demote some people? 

Captain Martineau. This bill will not demote anyone, sir. 

Mr. Bennett. What do you mean by reversion of rank? 

Captain Martineau. On the lineal list today there may be two 
doctors, A and B, A being senior to B. A already has 3 years con- 
structive service. It is quite possible that B only has 1, so in bringing 
them both up to 5 years, B is going to take prec edence ahead of A. 

Mr. Buanprorp. Well, why should he not? 

Captain Martineau. He should. 

Mr. Bennett. Nobody is going to lose his title from captain to 
commander? 

Captain Martineau. What this amendment seeks to do is prevent 
any inversions in the grade of captain where the senior medical officers 
of the Navy are. All of the officers will have been given everything 

they are entitled to in the way of making them eligible for promotion, 
but if we were to carry out the bill as now written it would mean that 
we would have to apply this same constructive adjustment all through 
the captains’ list and there would be inversions throughout the entire 
captains’ list, and that is unnecessary for making them eligible for 
promotion. 

Mr. Buanprorp. Would you also run into this situation if you do 
not do this, that your captains in permanent grades that you might 
have—would it be possible under this bill otherwise to have a captain 
junior to another captain become eligible for consideration to admiral 
prior to an officer who is senior to him? 
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Captain Martineau. That is possible but all officers—they are all 
eligible for consideration for admiral when they. have completed 
certain amounts of service, without regard to their—— 

Mr. Buanprorp. Well, that is the point 1 am making. 

Captain Martineau. It will not affect anyone’s chances adversely 
or otherwise, for consideration to flag rank. 

Mr. Buanprorp. Every physician should get 5 years of construc- 
tive credit. Why would that not remedy itself? In other words, 
why should there be a distinction in the possibility of inversion in the 
grade of captain? Why is it any more significant in the grade of 
captain than it is in the grade of commander? 

Captain Marrineav. It is necessary in the grade of commander in 
order to give the individuals the promotion eligibility credit that we 
say they should get under this bill, and to bring them up to within the 
eligibility zone for captain. But once they have made captain, there 
is no further need for such adjustment because they are in the captain’s 
grade and it is not going to make any difference in their consideration 
for flag rank. 

Mr. Bennett. If it does not make any difference, why put this lan- 
guage in there? 

Captain MartInEAvu. We would prefer not to invert the captains, 
since it isn’t going to make any difference in their promotion eligi- 
bility—they are already captains. We must do it in the grade of 
commander and below, in order to give individuals the advanced pro- 
motion eligibility to which we feel they are entitled. 

Mr. Bianprorp. What you are in effect saying is that if you do 
not do this you will find yourself in the position of selecting captains 
who are junior to senior captains, for admiral, which would be much 
more aggravated than it would otherwise be if you do not provide 
some method here for stopping inversion at that grade. That is in 
effect what you are saying? 

Captain MARTINEAU. That is a good part of it. 

Mr. Kiipay. I think we have the information and we can pass on it. 

Let us go to the next suggestion. 

Captain Martineau. Then also on page 3, after line 22, after the 
word “and” insert a comma and the words “except as otherwise pro- 
vided in this subsection may be.” That is in connection with the 
previous amendment—part of it. 

Proceeding next to page 5, a new subparagraph 202 (7). This is to 
include the officers of the Public Health Service. 

Did you wish me to read this amendment, Mr. Chairman? It is 
about a page long. 

Mr. Rivers. We have it, have we not? 

Mr. Kixpay. Is this to be No. 7? 

Captain Martineau. This is to be a new seven. 

Mr. Kirpay. In lieu of the present language in the bill? 

Mr. Buanprorp. To include the Public Health Service. 

May I ask one question in connection with that? 

Yesterday, the American Dental Association presented testimony 
concerning the dental internship program. If the committee were to 
amend the bill it would have to be reflected here, as well as in other 
portions of the bill. 

What is the position of the Department concerning the dental 
internships and why should dental internships, if actually in fact 
completed, not be counted? 
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Captain Martingavu. The Defense Department feels, Mr. Bland- 
ford, that a dental internship, while highly desirable, is not a require- 
ment for the practice of dentistry to the same extent that a medical 
internship is to a physician to practice medicine. That is why it was 
not included in the original bill. We feel that a dental internship, at 
the present time, anyway, more closely corresponds to a medical 
residency. 

Mr. BuanpForp. Now, your remaining language deals solely with 
the Public Health Service? 

Captain Martineau. It would be a matter, on page 5, of striking 
out the present lines 7 to 17, inclusive, and inserting a new subpara- 
graph (7), and then between the lines 17 and 18, on page 5, to insert 
a new section 3, language for which I have and will submit for the 
record at this point unless the chairman wishes me to read it. 

Mr. Kiupay. In lieu of the present language? 

Mr. BLanpForp. It is additional language to take care of the Public 
Health Service. It is not in lieu of. It is additional language. 

Mr. Kivpay. You can leave that with us for consideration in execu- 
tive session. 

Captain Martineau. The latter part is constructive service for 
the Public Health. 

Mr. BuanpForp. Those are all the amendments that you have to 
propose, at this time? 

Captain MartTINEAvu. We have also, in accordance with your in- 
structions yesterday, Mr. Blandford, prepared language to handle 
this increase of additional special pay, if it is the wish of the committee 
to have such language at this point. 

Did you care for that language? 

Mr. Rivers. What do you mean “special pay’’? 

Captain Marrineau.. What we have just been considering. 

Mr. Rivers. We have that; have we not? 

Mr. Kitpay. You mean you have the language in the event the 
committee— 

Captain Martineau. We have that language in the event the 
committee decides—— 

Mr. Kitpay. You may leave that with us and it will be considered 
in executive session when we read the bill. 

Mr. Rivers. May I ask you to consider this amendment? 

Captain Martineau. That completes our amendments. 

Mr. Kixpay. I believe before we go to another question, we should 
now learn from the Public Health Service if they are familiar with the 
language proposed by Captain Martineau to include the Public 
Health Service and whether in their opinion that is proper and satis- 
factory language. 

Mr. Jounsron. | am Robert Johnston, legislative attorney, 
Office of the Surgeon General, Public Health Service. 

Sir, we drafted that language and have coordinated it with the task 
force and as we drafted it, it is perfectly acceptable to us. 

Mr. Buanprorp. Will this in anyway accelerate retirement? 

Captain Martineau. This bill would not in anyway accelerate 
either eligibility for voluntary retirement or involuntary retirement. 

Mr. Kitpay. How about 30 years of service and 5 years ingrade? 
Why would it not do that? 
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Captain Martineau. Because the 30 years of service for retirement 
requires 30 years of active commissioned service, sir, whereas this 
longevity credit that would be allowed by this bill is credit under the 
Career Compensation Act for all other types of service, with the one 
single exception. 

Mr. Bianprorp. Let me develop one point clearly for the record. 
This is a new departure from anything we have ever heretofore done, 
insofar as crediting civilian se1 vice for pay purposes is concerned. In 
other words, this is the first time that we have ever given an individual 
longevity credit for pay purposes for a purely civilian occupation? 

Captain Martrneav. On the basis of straight longevity, the answer 
to your question, Mr. Blandford, is ‘‘Yes.”’ 

However, I would like to point out to the committee that under the 
pay laws that were applicable throughout the 1930’s and up to 1942, 
until the Pay Readjustment Act of 1942, a physician and a dentist 
coming into service in the grade of lieutenant, junior grade, in the 
Navy, and first lieutenant in the Army, did receive more pay than his 
contemporary in the line. But it was not on a basis of longevity 
a year for year, in the medical schools, as we would do under this 

ill. 

Mr. BLanpForp. What I am getting at as this: This is recognized 
as an expedient to face a critical situation dealing with a very, very 
select group of individuals who are in extremely short supply in the 
armed services and without whom you cannot operate the armed 
services; is that right? 

Captain Martineau. That is absolutely right. 

Mr. Kiupay. Now, the report will show that for that specific 
purpose it is not any recognition of general personnel policy but it is 
to take care of a practical situation where we are doing something 
that we hope will attract and hold the medical personnel we must have. 

Mr. Rivers. That is right. 

Mr. BLanpForp. Now, one additional point: This constructive 
credit which may be used in computing basic pay, based upon years 
of service, may not under any circumstances ever be used as a basis 
for voluntary retirement. 

Now, let me pose the problem and the record will be clear: A 
young man enters the armed services as a captain in the Army Medical 
Corps. He is given 5 years of constructive credit and immediately 
starts drawing the pay of a captain with 5 years of service under the 
Career Compensation Act, as amended. He then completes 20 years 
of active duty and he applies for retirement. He may not apply for 
voluntary retirement until he completes 20 years of active duty. 

Captain Martineau. That is correct. 

Mr. Bianprorp. When he is retired, he will then be able to compute 
his retired pay on the basis of 25 years of active duty. 

Mr. Rivers. That is right. 

Captain Martineau. That is our understanding of the bill, sir. 

Mr. Rivers. And geometric progress thereafter. 

Mr. Kipay. If there is any question about it, we want to include 
a provision in the bill making it abundantly clear that we are trying 
to attract men and not accelerate their attraction from public duty. 

Mr. Rivers. I want to go into my proposal to make these surgeons 
general 3-star generals instead of 2-star generals. 

To that proposition you have no objection; do you? 
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Captain Martineau. I am not prepared to speak for the Depart- 
ment of Defense on that point, Mr. Rivers, at this time. 

Mr. Rivers. What about Dr. Martineau? 

Mr. BuanpFrorp. You are in favor of promotion any time; are you 
not, Captain? 

Captain Martinzav. I certainly wouldn’t deny promotion to any- 
body—from my personal opinion, which is what you asked for. 

Mr. Rivers. Speaking about prestige and morale, it certainly 
wouldn’t hurt the morale of these surgeons general. They are dealing 
with foreign nations. The one I think about at the moment is the 
British. They have 3-star rank, as well as the men in their command. 
They surely should be higher than the men in their command 
rankwise. It certainly couldn’t hurt, moralewise. That is the thing 
to which we address our attention. 

Captain Martineau. I would like to point out, Mr. Rivers, that 
to the best of my knowledge, and I think I am correct, the Secretaries 
of each of the armed services—there is already authority under present 
law to make the surgeon general an officer one rank higher. 

Mr. Rivers. This directs it rather than permits it. 

Mr. Kinpay. What law permits that? 

Captain Martineau. The Officer Personnel Act. 

Mr. BuanpForp. It is section 504. 

Captain Martineau. That is correct. 

Mr. Kiupay. All of those ranks have a ceiling under the Officer 
Personnel Act, which is presently suspended because of the declaration 
of the national emergency. 

Captain Martineau. That is correct, sir. 

Mr. Kiipay. And, of course, the other question comes up as to 
other chiefs in all three of the services who now hold two-star rank; 
is that correct? 

Captain Martineau. That is correct. 

Mr. Kitpay. Whether you come within the ceiling would tend 
upon whether they have been allocated, or whether in adjusting the 
rank of the Surgeon General of the service, you had to promote other 
chiefs to keep them in comparable rank. 

Captain Marringeavu. That would be a most important considera- 
tion on the part of each of the Secretaries to consider each of the other 
branches. 

Mr. Rivers. But you are not going to see those Secretaries going 
out here looking for three-star ranks for the staff corps. You know 
that; don’t you? 

All this does is direct them to do what they can do now by permis- 
sion. 

Mr. Kiupay. Is there anything further on this? 

Mr. Huppteston. Mr. Chairman, if I may, I would like to ask 
this question. 

Captain Martineau, I believe you were present a few moments 
when questions were asked the various Surgeons General regarding 
the establishing of legislative floors for medical officers in accordance 
to military personnel in the various services. 

What is the reaction of the task force to our incorporating in this 
bill definite quotas to be used by the various services with the proviso 
recommended by Mr. Blandford to the effect that in the event quotas 
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were not obtained, or were not attained, that a report would be made 
to Congress, justifying their departure from that quota? 

Captain MartTIngEAvu. My views on that, Mr. Huddleston concur 
with those expressed by General Ogle. He thought it was an ex- 
cellent suggestion. 

I would like to add one point to that. I certainly agree with every- 
thing that has been said in that connection. Having studied this 
problem as a line officer for some months, I can appreciate and feel I 
understand something about the shortage of doctors in the armed 
services today, and there is no question about it, that such a provision 
might help to alleviate that shortage. 

On the other hand, I would regret any new element put in this bill 
which might imperil its passage as an incentive bill for doctors. That 
is our objective bill right now, to pass a good career incentive bill in 
the hope that we can get more medical and dental officers to volunteer 
for a career in the armed services. That, as I see it, is the prime 
objective of this bill and, desirable though that is, | would regret it 
if it imperiled this incentive bill in any way. 

Mr. Rivers. There are abundant reasons to have it. It wouldn’t 
imperil the bill. 

Captain Martineau. If it wouldn’t imperil it I am certainly all 
for it. 

Mr. Bennett. As this bill has been passed, would the $100 bonus 
still be there? 

Captain Martineau. The proposal we have been talking about, 
as I understand it, and as this amendment will provide, would be in 
addition to the present $100 special pay. 

Mr. Bennert. And if a person voluntarily came in he would get 
the bonus and if he was drafted in he wouldn’t get the bonus of $100. 

Mr. BLanprorp. By the time he finished his draft period of 2 years, 
he wouldn’t be eligible for the increase, anyway. In other words, we 
don’t pay draft doctors—that is privates, the $100 a month today, 
and this bill doesn’t change that. On the other hand, the increase 
that is recommended here as an amendment does not go into effect 
until the man has completed 3 years of active duty. The draftee 
would be out by that time, anyway. 

Mr. Bennett. I may have misunderstood the law as it now is. 
I thought you could theoretically, at least, draft a doctor and pay 
him $100 a month. 

Mr. BLanprorp. What we were trying to do was to stimulate 
doctors to go down and apply for commissions and in all cases except 
about 43—that was the last figure ] saw; maybe it is more—but they 
drafted a total of 43 doctors. Those are the men who stood on prin- 
ciple and served as privates. They do not get the $100 a month 
extra. That is out of the total of 14 or 15,000 who entered the armed 
services since 1950. 

Mr. Bennert. Those 40 would not be in any way affected by this 
because they don’t serve as doctors. 

Mr. Kitpay. They would have to be converted during their period 
of service as an enlisted man and stay on duty. 

Captain Martineau. That is right. 

Mr. Rivers. Mr. Chairman, before we finish the discussion on the 
three-star rank, I see Dr. Berry here. I would like to get Dr. Berry’s 
idea on this three-star rank for the Surgeons General. 
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Dr. Berry. I am entirely in favor of it, sir. It has been talked 
about and suggested in our own group, and there was some thought 
on the part of some that it shouldn’t be pushed too hard, but I 
thoroughly agree with you, too. 

Mr. Rivers. I might call this to the attention of Captain Martineau 
that I have a bill in for all the services so all the services have to do is 
get busy and report out my bill and you have it made. 

Dr. Berry. That is good. I hope it goes through. 

Mr. Kinpay. This will conclude the hearings on the bill. The. 
committee will meet in executive session at 2 o’clock this afternoon. 

(Statements follow :) 


MILITARY ORDER OF THE WoRLD WaARs, 


Washington, D. C., February 17, 1956. 
Hon. Paut J. Krupay, 


Armed Services Committee, 
House of Representatives, Washingion, D. C. 


My Dear Paut: I should like to file a statement in connection with the hear- 
ings on H. R. 8500 on behalf of the Military Order of the World Wars which is 
very concerned with this whole matter. I am attaching the statement on behalf 
of the order. 

Cordially, 
MELv1N J. Maas, 
Chairman, Legislative Committee. 


STATEMENT BY Mas. GEN. Metvin J. Maas, USMCR, Retirep, CHaAtRMAN, 
LEGISLATIVE COMMITTEE, MILITARY ORDER OF THE WorLD Wars, IN Con- 
NECTION witH H. R. 8500 


The Military Order of the World Wars strongly endorses and applauds the 
provisions of this legislation and endorses it insofar as it goes. However, we 
feel that it does not go nearly far enough to achieve its objectives. We are very 
much concerned with the constant loss to the military services of competent 
medical and dental officers and the failure of anything like an adequate number 
to choose the military services as careers. Accelerated promotion to bring them 
more in line with their civilian contemporaries is certainly a necessary provision. 
However, H. R. 8500 does not add any additional accelerated promotion but 
merely transfers it from the authority of temporary promotion to that of permanent 
promotion. The money incentive will have to be substantially more than it is 
if it is to accomplish its purpose—to even approach a partial compensation to a 
career medical officer for the loss of income that he suffers by reason of being in 
military service as against the income of contemporary civilian doctors. 

We feel that there should be a graduated increase in the additional pay going 
up substantially after given periods of years making it worth while for doctors 
to make careers out of the military service. Perhaps the increase should come 
at the end of each 4-year periods but certainly at some definite stated period there 
should be substantial increases. There are other incentives that will be necessary 
in our opinion, such as assured housing and more stability in tenure of duty at 
military posts, just to mention a few, 


STATEMENT BY BERNARD WEITZER, NATIONAL LEGISLATIVE D1REcTOR, JEWISH 
War VETERANS OF THE UNITED States or AMERICA, FOR THE House Com- 
MITTEE ON ARMED SERvicEs, RE H. R. 8500 


Your committee has already heard adequate testimony to make clear the 
need for attracting into the service of the Armed Forces, a larger number of medical 
and dental officers who will become career officers in the Army, Navy, and Air 
Force. The constant attrition of the number of career medical and dental 
officers which has been going on for several years, has been made perfectly clear 
to your committee. Likewise, the terrific turnover in the Medical Corps 
emphasizes that an overly large percentage of the doctors and dentists in the 
armed services are men with relatively little experience. 

As a consequence of the conditions stated, (1) the months of useful service of 
the doctors and dentists who are inducted, directly or indirectly, are cut down 
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and the cost per month of usefful service is inordinately high; (2) the medical 
service rendered is not of the high quality it would be were the turnover lower and 
the number of career medical officers proportionately larger; (3) the shortage of 
medical officers leads to less adequate medical care for dependents which in turn 
results in lower reinlistment rates. 

The prime cause of these problems is visualized in the charts on pages 13 and 15 
of the booklet, Medical and Dental Officers Career Incentive Bill, February 1956. 

The earning power of civilian physicians had increased by 1955 over 1928 to 
nearly 300 percent. In the same period, Armed Forces medical officers’ incomes 
had increased only about 70 percent. When 1955 incomes of civilian physicians 
are compared to their incomes in 1947, an increase of 46 percent is shown. It 
was in 1947 that the $100 a month increase was added to the pay of the medical 
officers in the armed services. But since 1947, the medical officers’ incomes had 
by 1955, shown only a 28 percent increase. How can the armed services compete at 
all under such circumstances for the relatively scarce number of doctors in the 
United States unless the monetary rewards more nearly approach those which 
the civilian physician enjoys? Even the Federal Government physician employees 
do much better, financially, under relatively easier conditions than the medical 
officers of the armed services. 

H. R. 8500 does not begin to meet this difficult situation as shown in the chart 
on page 33 of Medical and Dental Officer Career Incentive Bill, February 1956. 
To make a real beginning of solving the problems involved, it will be necessary to 
do all that is involved in H. R. 8500 and to add to the present $100 a month 
increase, an additional $50 per month to all medical officers during the first 
3 years of service; an additional $75 per month for the 4th and 5th years of service; 
$125 per month from the 6th to the 10th year of service and $200 per month 
beginning with the 11th year of service. This scale of additional payments 
proposed will bring the income of the medical officers of the armed services well up 
to or a little beyond the income of the civil service doctor and markedly closer 
to the income of the average medical practitioner. Such an increase in pay should 
measurably step up the number of career medical officers and thus cut down the 
excessive costs of heavy turnover. Thereby real economy will be achieved at the 
same time that the quality of medical care for Armed Forces personnel and their 
dependents will be improved. 


COMMISSIONED OFFICERS ASSOCIATION OF THE 
Unitep States Pusiic Hears Service, INc., 
Bethesda, Md., February 17, 1956. 
Hon Pau J. Kipay, 
Chairman, Subcommittee No. 2, House Committee on Armed Services, 
House of Representatives, Washington, D. C. 


Dear Mr. CuarrMan: At the hearings before the subcommittee of which you 
are the chairman, on H. R. 8500, a bill to provide for the procurement of medical 
and dental officers of the Army, Navy, and Air Force, certain amendments were 
suggested to the committee by the Department of Defense which would have 
the effect of including medical and dental officers of the Public Health Service 
within the provision of that proposed legislation. 

The purpose of this letter is to voice the full support of the Commissioned 
Officers Association of the United States Public Health Service, Inc., for the 
enactment of the proposed legislation and for the inclusion in it of those suggested 
amendments. 

The Commissioned Officers Association of the United States Public Health 
Service, Inc., is composed of 80 percent of the members of the Regular Corps 
and 30 percent of the members of the Reserve Corps of the United States Public 
Health Service. Its views, therefore, represent the views of the members of the 
Service as a whole. 

The Public Health Service as one of the seven uniformed services may be placed 
in military status in time of war by Executive order. This was done in World 
War II. At all times a large number of Public Health Service officers are on 
military status because of their assignments to the United States Coast Guard 
and other Armed Forces of the United States. 

The Public Health Service is associated with the uniformed services for pay, 
survivors, and other benefits in existing laws and pending legislative proposals. 
It should, likewise, be included in legislation dealing with the incentive to serve 
by medical and dental officers of the Public Health Service. 
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In view of these considerations, the Commissioned Officers Association of the 
United States Public Health Service, Inc., earnestly recommends the enactment 
of the proposed legislation, H. R. 8500, with the inclusion of the proposed 
amendments. 

Our views in this matter are expressed by letter, rather than by testimony 
before the committee, in order to conserve the committees’ time, with the request 
that this letter be made a part of the record. 

Sincerely, 


F, O. WILLENBUCHER, National Counsel. 


(Whereupon, at 11:35 a. m., the subcommittee adjourned to 
reconvene at 2 p. m., in executive session.) 
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FULL COMMITTEE HEARING ON HOUSE RESOLUTION 396 


Hovusr oF REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., Tuesday, Februrary 7, 1986. 

The committee met at 10 a. m., Hon. Carl Vinson (chairman) 
presiding. 

The CHarrman. Let the committee come to order. 

Members of the committee, we have before us this morning what 
is known as a privileged resolution, House Resolution 396, by the 
gentleman from Illinois, Mr. Yates: 

Resolved, That the House of Representatives does not favor sale of the Institute, 
West Virginia, copolymer plant, Plancor 980, as recommended in the report of 
the Rubber Producing Facilities Disposal Commission. 

Now, I think to have a proper hearing on this, I better make a 
statement. Of course it will be brief, but nevertheless 1 must put 
the facts in the record so we can all understand what is involved here. 
And I respectfully request the attention of the committee as I make 
this statement. 

Members of the committee, we are meeting this morning to consider 
a resolution introduced by our colleague from Illinois, Mr. Yates, 
which, if adopted by the House, would prevent the sale of the 
copolymer facility at Institute, W. Va., to the Goodrich-Gulf Chemical 
Corp. 

Now, before we begin the hearing, I would like to give you a little 
background on the history of this bill. 

You will remember, of course, that we had extensive hearings on 
the original proposal submitted by the Rubber Disposal Commission 
with regard to the sale of 11 copolymer plants, 8 petroleum-butadiene 
plants, 1 alcohol-butadiene plant, 1 styrene plant, and one small’ 
chemical plant, all constructed by the Government during World 
War II. 

Two copolymer plants were not in the original recommended sales. 
The first copolymer plant, located at Baytown, Tex., was not recom- 
mended for sale by the Commission because the Commission could 
not obtain a satisfactory price. The other copolymer plant, and the 
one we are now considering, located at Institute, W. Va., while 
offered for sale back in 1953, drew no bids. 

Then Congress passed a separate law permitting the sale of the 
copolymer plant at Baytown, Tex. On July 13, 1955, identical 
bills were introduced by Senator Kilgore of West Virginia and Repre- 
sentative Byrd of West Virginia, which amended the original disposal 
act so as to permit the sale of the copolymer plant at Institute, W. Va., 
because some interest was then shown in this facility following the 
sale of the other facilities. 

Now, this plant at Institute is the largest copolymer plant in the 
original Government program, having an assigned annual capacity 
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of 122,000 long tons of GR-S rubber. The plant has 3 separate 
units, but their total capacity amounts to 122,000 long tons. 

Under the law we passed in July, we authorized the Commission to 
take bids on the Institute plant for 60 days, and we also required a 
period of not to exceed 75 days in which to negotiate with the prospec- 
tive purchasers. 

The bidding period expired on October 7, 1955. 

Now, when the bids were opened on October 7, 1955, the Commission 
found they had received the following offers: 

Goodrich-Gulf Chemicals, Inc. $9 million; Goodyear Synthetic 
Rubber Corp., $2 million; Imperial Commodities Corp., $750,000; 
Edwin W. Pauley, $2 million; Union Carbide & Carbon Corp., 
$1,500,000; United Rubber & Chemical Co., $4 million. 

On December 13, prior to the end of the negotiation period, the 
Commission announced that it would not recommend a sale of this 
facility to the Congress for less than $9,500,000. 

The next closest bid after all negotiations had been completed was 
that of Edwin W. Pauley, whose final bid amounted to $5,800,000. 

Goodrich-Gulf’s final bid was $11 million, and thus they have 
agreed to pay $5,200,000 more for the facility than the next highest 
bidder, and in addition to that, $1,500,000 more than the Commission 
had established as the lowest price they would take for the facility. 

As a result of these bids and the negotiations that followed, the 
Commission recommended the sale of the Institute, W. Va.,. plant 
to the Goodrich-Gulf Chemical Corp., for $11 million, plus $333,000 
for spare parts and equipment, or $11,333,000 altogether. 

You will recall that under the original law, which was amended to 
permit the sale of this plant, the Commission was required to obtain 
full fair value for the facilities. In addition, the disposal had to be 
designed to best give small business enterprises and users an opportun- 
ity to obtain a fair share of the end products at fair prices. 

In addition, the disposal had to be consistent with national security, 
and the sale should provide for the development within the United 
States of a free competitive rubber industry and not permit any 
person to possess unreasonable control over the manufacture of 
synthetic rubber. 

Now, insofar as small business is concerned, I think the Commission 
has done a very fine job. Under the terms of the sales contract, 
Goodrich-Gulf has agreed to make available for sale at fair market 
prices to small business enterprises, in reasonable equal monthly 
quantities, the following tonnages per year: 21,000 long tons when 
1 unit is in operation; 51,000 long tons when 2 units are in operation; 
81,000 long tons when all 3 units are in operation. 

During the period of negotiation, when the Commission was con- 
sulting with the Attorney General, the Commission advises us that 
the Attorney General expressed concern about the future enforcement 
of these contractual commitments when the Commission ceases to 
exist. 

Personally, I believe that the contracts would be enforceable by the 
Federal Government, since the Commission is acting for the Federal 
Government. But over and above that is the strongest weapon of 
enforcement in this Nation—public opinion. The record is clear. 
Each purchaser has committed himself to supply a stated amount of 
synthetic rubber to small business, and I don’t believe any purchaser, 
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after making these commitments to the Congress, would at any time 
attempt to renege in any way. 

I think I should also mention at this point that the Attorney General 
also advised the Commission, during the negotiation period, that a 
sale of the Institute plant to Goodrich-Gulf or the Goodyear Synthetic 
Rubber Corp., another bidder, would not best foster the development 
of a free competitive synthetic rubber industry, since such disposal 
would add significantly to the substantial position presently held by 
these companies in the field of synthetic rubber. 

Now, in this connection we must look at the act asa whole. Section 
3 (c) of the Disposal Act required the Commission to consult and advise 
with the Attorney General, in order to secure guidance as to the type 
of disposal program which would best foster the development of a free 
competitive rubber industry. 

Now, bear in mind that this provision was applicable to all of the 
sales at a time when there were 13 copolymer plants offered for sale. 
However, the law which permitted the Institute plant to be sold was 
merely an amendment to the Disposal Act and dealt with one ee- 
polymer plant, in contrast with the overall disposal program pre- 
viously considered. 

The Commission had specific criteria from the Congress to follow. 
They had to recommend a sale that would provide for the develop- 
ment within the United States of a free competitive synthetic rubber 
industry, and they also had to obtain full fair value for the facility. 

Now, the law also gave the Commission the authority to negotiate 
with any person who ‘submitted a proposal, and to sell the fac ‘ility at 
a price which was equal to, higher than, or lower than the highest 
proposal submitted. But, at the same time the Commission had to 
take into consideration the fair value of the facility. 

Thus, the Commission was concerned with full fair value, small 
business, national security, and free competition. 

Now, this facility at Institute, W. Va., has been closed down since 
September of 1953. It costs the Government about $240,000 annually 
just to keep the plant in standby. The plant had a gross book value 
on October 31, 1955, of $18,398,000, and a net book value on that 
date of $4,968, 000. 

Now, let’s look at the competitive situation for just a moment. 

The Commission says that the sale of this plant to Goodrich-Gulf 
Chemical Corp. will assure strong competition in synthetic rubber 
manufacture. They further state that if this plant is acquired by 
Goodrich-Gulf, that company will have about 19.9 percent of the 
Nation’s GR-S synthetic rubber capacity, taking into consideration 
announced expansion plans for the manufacture of synthetic rubber, 

When we authorized the original sales to all of the other purchasers, 
Goodrich-Gulf bought a 90,000-ton copolymer plant, and the total 
amount of rubber capacity purchased by all purchasers at that time 
amounted to 689,000 long tons. So that gave Goodrich-Gulf Chemi- 
cal Corp. 13.1 percent of the capacity of the total Government- 
constructed facilities that were sold. At the same time, we approved 
the sale to Firestone, which gave that company 18.8 percent of the 
capacity of the Government-constructed copolymer facilities that 
were sold. 

After we sold the Baytown, Tex., plant to the United Rubber & 
Chemical Co., the total capacity of the Government constructed 
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facilities in the hands of private industry amounted to 733,600 long 
tons, and this reduced Goodrich-Gulf’s capacity of the total amount 
to 12.3 percent, and reduced Firestone’s capacity to 17.7 percent. 
But since those plants have been sold, announcements have been made 
of new plant construction or expansion of existing facilities which in 
the near future will bring the total estimated production of GR-S 
rubber by private industry in this Nation to 1,091,900 long tons 
annually. 

If this sale to Goodrich-Gulf is approved, they will have a total 
capacity in their two plants of 217,000 long tons, or 19.9 percent of 
the total GR-S capacity in the United States, including the an- 
nounced expansion plans. 

The Attorney General in his letter to the Commission did not take 
into consideration the announced expansion plans, but instead took 
into consideration only existing capacity, and thus concluded that the 
sale to Goodrich-Gulf Chemical Corp. would permit that corporation 
to acquire a present capacity of approximately 25 percent of the total 
existing GR-S capacity in the United States. 

After citing certain Federal court decisions, the Attorney General, 
in his letter to the Commission, stated: 

I, therefore, find that the acquisition of the Institute plant, standing alone, does 
not violate the Sherman Act. 

Then the Attorney General commented on section 7 of the Clayton 
Act, and in that connection, the Attorney General said: 

In these circumstances I do not feel that the proposed sale will result in a 
substantial lessening of competition as contemplated by section 7. Tothecontrary, 
it cannot lessen competition on the production level, because it creates additional 
production and eliminates no competitor, 

Therefore, the only remaining question, insofar as the Attorney 
General is concerned, is whether the sale of this facility will comply 
with the objectives of section 7 of the Clayton Act, as amended in 
1950, with regard to the concentration of economic power through 
mergers and acquisitions and growth of monopolies. 

The Attorney General pointed out that in passing the law which 
permitted bids to be taken on the Institute plant, no prohibition 
against the sale to existing purchasers of copolymer plants was 
incorporated in the law, and that there is no precedent upon which 
the Attorney General can base a decision with regard to the sale of 
a plant by the Government to private industry insofar as section 7 
of the Clayton Act is concerned. The Attorney General then pointed 
out that if this were a private transaction he would enjoin the sale 
pending a court determination of its legality under section 7 of the 
Clayton Act. 

However, since this is not a sale being consummated between two 
two private parties, but is a sale subject to congressional review, the 
Attorney General concluded his report to the Disposal Commission by 
stating as follows: 


In order, however, to permit the Congress to have the final determination, as 
the law anticipates, I set forth the considerations hereinabove mentioned, and am 
willing to, and do, express the opinion that the proposed disposal of the Institute 
plant to Goodrich-Gulf would not violate section 7 of the Clayton Act. 


However, the Attorney General, exercising caution, added this: 


I express no opinion concerning the legality of any programs or activities in 
which the proposed purchaser may engage in the utilization of this property nor 





























5957 


= to any matters other than whether the proposed sale violates the antitrust 
aws. 

So the problem before the committee this morning seems pretty 
much to boil down to a question of whether this proposed sale will 
permit the development of a monopoly by this corporation in the 
production of synthetic rubber. 

I want to remind the committee that this plant has been shut 
down since September of 1953. It is located in Charleston, W. Va., 
which is a distressed labor area. When the plant is operating at full 
capacity it will employ 700 persons or more. But I am also advised 
that large sums of money will be expended by the prospective pur- 
chaser in improving the facility. Obviously, this will involve the use 
of labor in the Charleston area. 

Now, under the law, if we reject the sale of this facility, it will 
remain in standby for at least 2 more years. If the sale is rejected it 
will reduce the amount of synthetic rubber that would otherwise be 
available in the United States by 122,000 long tons annually. So, 
therefore, we must also take into consideration these economic factors. 

I believe the Commission is again to be congratulated on its ability 
to obtain a substantial return to the Government for this facility, and 
since the Congress approved the sale of two copolymer facilities to 
the Firestone Co. last year which permitted that company to have 
18.8 percent of the then total capacity of GR-S, I cannot view with 
any alarm the proposed sale here which, taking into consideration 
announced expansion plans, will permit Goodrich-Gulf to possess 19.9 
percent of the total GR-S capacity in the Nation. I again call your 
attention to the letter from the Attorney General which stated that 
the 25-percent capacity which Goodrich-Gulf-Chemical Corp. would 
possess on the basis of existing capacity does not, under court decision, 
of and by itself, violate the Sherman Anti-Trust Act. 

Now, members of the committee, I felt that you should be 
acquainted with all those facts and my reasoning and conclusions. 
And I sent to each one of you a copy of the recommendations of the 
Disposal Commission, and with a copy of the resolution. 

Now, over in the Senate a similar resolution was filed, and I have 
been informed that the committee that has jurisdiction of it over ’ 
there has voted 9 to 5 to disapprove the resolution. 

So that is the background for the committee. 

Now, members of the committee, the first witness this morning is 
the author of the resolution, Mr. Yates. 

Now, Mr. Yates, the committee will be delighted to have you 
make any observation you care to make as to why in your judgment 
House Resolution 396, the resolution, should be acted favorably on 
by the committee and the House. 

Mr. Yates. Thank you, Mr. Chairman. 

Mr. Chairman, I want to express my appreciation to the chairman 
and to the members of this great committee for the opportunity to 
place before you my views on this very important matter. I am fully 
aware of the fact that this committee has many matters of vital 
importance pending and I regret that consideration of such matters 
must be postponed until this resolution is disposed of. But I believe 
the question under consideration is so vital that I would consider 
myself remiss in my duties as chairman of the Subcommittee on Raw 
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Materials of the House Select Committee on Small Business if I did 
not file the resolution to set aside the sale of the Institute plant. 

I want again to express my gratitude for the gracious and hospitable 
reception your committee accorded me last year when I testified on 
Mr. Patman’s resolution. I shall try to be as helpful to you today as 
Chairman Vinson said I was last year. [Laughter.] 

I want, too, to express my regrets to my friends from West Virginia 
who are so anxious to achieve approval of this sale. My deepest 
sympathies are with them, for I know that the Institute plant is in a 
depressed area and that it is essential for it to be placed in operation 
again as promptly as possible in order that it may offer opportunities 
for employment to people in that region. I differ from my friends 
from West Virginia only in the respect that while I think the sale 
should be made, I think the sale should be made in accordance with 
the safeguards established by the Rubber Disposal Act of 1953. It is 
my opinion that the proposed sale of the listitute plant does not 
comply with those requirements. 

What are the safeguards provided by the act? As the chairman 
himself stated last year, the act established seven criteria for testing 
the Commission’s sales: 

1. The program had to be designed to best afford small-business 
enterprises and users, other than the purchaser of a facility, the 
opportunity to obtain a fair share of the end products of the facilities 
sold and at fair prices; 

2. The purchaser must have the technical competence to operate 
a rubber facility; 

3. The recommended sales must provide for the development 
within United States of a free, competitive, synthetic-rubber industry 
and not permit any person to possess unreasonable control over the 
manufacture of synthetic rubber or its component materials; 

4. The purchaser must actually intend to operate the facility or 
facilities for the purpose of manufacturing synthetic rubber; 

5. That full fair value for the facilities be received; 

6. That disposal of the facilities is consistent with national security ; 
and 

7. That the facilities recommended for sale will, in the aggregate, 
be capable of annually producing not less than 500,000 long tons of 
general-purpose synthetic rubber and not less than 43,000 long tons 
annually of butyl rubber. 

In my testimony before this committee last March, I stated that— 


our committee— 
referring to the Committee on Small Business— 


does not disapprove of the fundamental policy of requiring the sale of the rubber 
facilities. We do favor their disposal to private ownership, but under such terms 
and conditions as will assure the use of the facilities for the continued security 
of our nation, the reimbursement to our taxpayers for their investment in the 
rubber facilities, the protection of all segments of our free enterprise economy, 
including the small-business man, and resistance to further enhancing the domi- 
nating position in their industries of giant corporations who have regarded the 
antitrust laws of the United States as trifling obstacles in their economic progress. 


In short, Mr. Chairman, that is still our view. We believe that 
at least three of the guaranties and safeguards you listed as set forth 
in the basic legislation have not been adequately observed by the 
Rubber Disposal Commission in connection with the Institute sale, 
namely: 
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(1) The requirement for the development of a free, competitive 
synthetic rubber industry without unreasonable control by any 
person over the manufacture of synthetic rubber or its component 
materials; 

(2) The requirement of affording small business a fair share of the 
end products of the facilities sold at fair prices 

(3) The requirement of receiving full fair ened for the facility. 


Respecting point 1, on page 4 of the Commission’s report, the 
following exultant statement appears: 


The synthetic rubber industry, born as a Government monopoly in the early 
anxious days of World War II, has passed to private ownership. The American 
concept of free enterprise has become a reality. 

If that statement were true, I would not be testifying here today. 
It is because I want the American concept of free enterprise to become 
a reality that [ am appearing here in opposition to this sale. What has 
occurred is a transfer of ownership of the rubber facilities from the 
Federal Government to private hands. But what was a Government 
monopoly could very well be a private monopoly as a result of such 
a transfer. This would occur, for example, if all the plants had been 
sold to one company. I am sure that in such an event the Commis- 
sion would not contend that the “American concept of free enterprise 
had become a reality.”’ 

Yet, how far removed from such a condition is the actual situation? 

The Nation’s synthetic rubber industry has been delivered by the 
Commission to only a few large corporations, already dominant in 
the rubber industry. Can it not be said that instead of resulting 
monopoly in the hands of one company, there is resulting monopoly 
in the hands of a few companies? 

Of the 24 plants sold last spring, only 7 received more than 1 bid, 
while 18 were sold to companies wnich had operated them for the 
Government; 60.6 percent of GR-S facilities went to the Big Four 
rubber companies—Goodrich, Goodyear, Firestone, and U.S. Rubber, 
and 26.7 pere Shell and Phillips. 

Of the butadiene fac ilities, 63.8 percent were sold to companies 
purchasing copolymer plants, thereby creating a substantial vertical , 
integration despite the fact—as shown by sales of several butadiene 
plants to companies which had not purchased copolymer plants— 
that such integration was not technologically imperative. 

The issue, therefore, is much greater than one simply of selling the 
plants at a maximum price. Price was important in order to return 
to the American people as much of their investment as possible. But 
the fact remains that the Commission was not instructed by Congress 
to obtain the maximum possible price for the facilities without regard 
to the other provisions of the act. Section 17 (5) does not state that 
the Commission must obtain full fair value for the facilities without 
regard to other considerations. It states that— 
the Commission should receive full fair value * * * taking into consideration 
the policy set forth in section 2. 
ag a Chairman, section 2 requires the disposal of the facilities to 

xe made— 





under conditions which will develop a free synthetic rubber industry within the 
United States. 
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The act’s mandate concerning the development of a free competitive 
synthetic rubber industry is fully as important as the one which 
requires full fair value. Yet, in my opinion, it was completely 
disregarded by the Commission, with the possible exception of the 
Baytown sale. The Commission considered its job done by accepting 
the highest bid, in its words ‘‘the greatest financial return.” 

Now the Commission declares that with the Institute sale— 


the American concept of free enterprise has become a reality. 


Mr. Chairman, small-business men will not agree that this is free 
enterprise. We now see the Nation’s synthetic rubber industry within 
the control of a few giant rubber and oil companies, which are both 
the small-business man’s supplier and competitor. Both the Senate 
and House Small Business Committees have found after careful and 
thorough study and investigation, that one of the major problems 
facing the small-business man today is that he is caught in the vise 
of dependency for his raw materials upon large companies with whom 
he must compete at the distribution level. Much too frequently he 
is at the mercy of the integrated company. If he is too competitive 
or if he does not follow the tacit or expressed wishes of his large 
supplier, there is a strong likelihood that his supplies will be cut off 
and his business destroyed. 

In my testimony last year, I attempted to make clear the threat 
created by the Commission’s proposal to dispose of most of the facili- 
ties to the dominant group in the rubber industry. I pointed out at 
that time, too, that the same oil and rubber companies combined 
together at the retail level to exclude the small-business man in the 
rubber industry from the substantial market of retail gasoline stations. 
And what has happened since my testimony last year? 

On January 13, 1956, to be exact, the Federal Trade Commission 
has filed a complaint against many of the oil and rubber companies 
who are purchasers of our synthetic rubber plants. Named as defend- 
ants are the Goodrich Co., the Texas Co., the Goodyear Tire & Rubber 
Co., the Firestone Tire & Rubber Co., and Shell Oil Co. 

The complaint alleges that these oil companies have contracted with 
the big rubber companies to influence unduly their controlled service 
stations and distributors to buy tires, batteries, and accessories sold 
by the tire manufacturers. In return the complaints charged they 
receive from the manufacturers ‘‘overriding’’ commissions on all net 
sales. 

The Commission alleges that the effects of these agreements between 
the oil and rubber companies have been to foreclose a large and sub- 
stantial amount of business to manufacturers, distributors, and 
wholesalers, to injure, lessen, prevent and destroy competition 
between themselves and other manufacturers, distributors, and whole- 
salers, and to deprive the public of the benefits of free competition. 

At the time of the hearings on the previous disposals when we 
objected to sales to companies guilty of antitrust violation, the point 
was made that just because an oil or rubber company had been guilty 
of antitrust violations in the past, we should not assume that they 
would be guilty of antitrust violations in the future. Yet even at 
that time Attorney General Barnes pointed out, “human experience 
tells us that leopards don’t change their spots.”’ 

Now, we have a pending antimonopoly case against the proposed 
purchaser of the Institute plant. The filing by the FTC of this 
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complaint on January 13 indicates the truth of Judge Barnes’ observa- 
tion. With this complaint pending, how can we possibly approve or 
excuse the sale of the Institute to Goodrich-Gulf? 

Accompanying the attitude of the FTC as evidenced by its recent 
complaint, we have the uncertain attitude of the Attorney General 
of the United States who wrestled with himself in desperation before 
concluding that he should not disapprove the sale. 

You heard the chairman’s statement this morning, which indicated 
that the Attorney General had first decided that this sale was a viola- 
tion of the antitrust laws of the country, and then when the other 
bidders were knocked out because of the upset price by the Com- 
mission, he changed his mind. 

He came to this conclusion only after a remarkable circumstance. 
He first reported to the Commission when it submitted the proposal 
to him for approval that the sale of the Institute plant to Goodrich- 
Gulf would not foster competition in the rubber industry. At the 
time of this opinion there were a number of bidders for the plant. 
The next day after receiving the Attorney General’s opinion, the 
Commission established an upset price of $9,500,000 for the facility, 
thereby in the end eliminating all bidders exc ept Goodrich-Gulf. 
Inasmuch as the Attorney General had been advised by the Com- 
mission that the alternative to approval of the Goodrich-Gulf bid was 
nonoperation of the Institute facility, the Attorney General thereupon 
concluded that competition would be better fostered by bringing it 
into production through sale to Goodrich-Gulf, rather than letting it 
continue to lie idle, and yet the Attorney General had previously in 
his opinion on the sale declared that were this a sale between private 
parties rather than a sale by the Government, he would be forced to 
move for an injunction on the grounds that under section 7 of the 
Clayton Act the control to be acquired by Goodrich-Gulf was un- 
reasonable and had a tendency to create a monopoly. 

This sale will give Goodrich-Gulf control of approximately 25 per- 
cent of the synthetic-rubber industry. The report of the Commission 
says 19.9 percent, and it will be protested that the figure I named is 
not a correct figure, that current proposals to expand the industry 
will reduce this domination to only 20 percent, 19.9 percent to be , 
exact. But, Mr. Chairman, Congress did not say in the Disposal 
Act that the determination of ‘unreasonable control’? should hinge 
on future developments. No one can peer into the future to conceive 
with any reasonable clarity the course of events and while other 
companies in the synthetic-rubber industry may expand their facili- 
ties, it is possible that Goodrich-Gulf may do so as well, thereby 
maintaining its position of dominance. 

As a matter of fact, in its testimony before the Senate, Goodrich- 
Gulf told Senator Fulbright in response to a question that if it did not 
acquire the Institute plant, it intended to increase its Port Neches 
plant by approximately the capacity of the Institute plant. So what 
is to prevent it from going ahead with that expansion anyway, even 
if it acquires the Institute. plant, and increasing its position of domi- 
nance in the industry? 

Furthermore, the Commission and the Attorney General had no 
right to conclude that the disapproval of the sale to Goodrich-Gulf 
would result in the loss to the Nation of Institute’s production poten- 
tial of synthetic rubber. As a matter of fact, if Goodrich-Gulf’s 
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bid had been rejected, as was Goodyear’s bid in the Baytown sale, 
because the Commission felt it would occupy a too dominant place 
in the industry, and the bid of the next highest approved, the Nation 
would have had the benefit of a greater production potential. Last 
week Senator Fulbright questioned Mr. Burt, president of Goodrich- 
Gulf, as follows: And I am reading from the transcript: 


The CuHarrMan. If I understand you correctly, if this sale should be rejected 
then you would proceed to build a plant of comparable capacity at Port Neches; 
is that correct? 

Mr. Burr (president of Goodrich). That is our plan; yes, sir. 

The CHarRMAN. Well, then, is it fair to conclude that if Congress wishes a 
further expansion of manufacturing by this company it ought to disapprove this 


sale? 

Mr. Burt. Well, it would not increase the capacity. 

The CHarrMAN. Why not? We still have the capacity and you go ahead and 
build an additional plant. 

In the light of this revelation, Mr. Chairman, what possible reason 
did the Commission have for selling Institute to Goodrich-Gulf? 
The Commission says that competition would best be served by mak- 
ing Institute’s “productive potential available to the market.’”’ But 
in view of announced expansion by a number of companies, as well 
as Goodrich’s alternative plans to augment_its Port Neches GR-S 
plant, this argument falls flat. 'The Commission also contended, and 
the Attorney General concurs, that the only alternative to selling the 
Institute plant to Goodrich would be to have it continue in standby 
condition. This is a highly specious and presumptuous argument, 
Mr. Chairman. By resting its justification of sale to Goodrich on 
this assumption, the Commission both ignored experience and tres- 
passed on legislative prerogative. It is not for the Disposal Commis- 
sion to decide whether or not the Institute plant should continue in 
standby unless sold to Goodrich. The Commission is fully aware, 
or should be, that although the Disposal Act requires standby for 
plants not sold, Congress has twice amended that act, and in so doing 
has given every indication that it wants all facilities sold that can be 
sold. 

As a matter of fact, Mr. Chairman, if you will recall last year, after 
the Commission had turned down the bids to Baytown, when Mr. 
Thomas came in here and announced he had some bidders for the 
plant, the legislation authorizing sale of that plant was passed almost 
immediately and the sale was conducted. And there is no reason 
why the same thing couldn’t be done in the case of the Institute plant. 

In light, therefore, both of Goodrich’s announced intention to ex- 
pand its Port Neches plant to a capacity equivalent to Institute, as well 
as a reasonable expectation that Congress would order rebidding if a 
sale recommended to a lower bidder were not deemed satisfactory by 
Congress, the Disposal Commission had the clear choice of reporting 
to Congress a contract with one of the other bidders, or of reporting 
to Congress that it could not secure a satisfactory contract. 

These possibilities are, of course, reinforced by the opinion of the 
Attorney General that sale to Goodrich would not promote a free, com- 
petitive synthetic-rubber industry. 

There is one final argument made by the Commission to support its 
contention that a sale to Goodrich-Gulf best fosters a free, competitive 
rubber industry. The Commission states— 




















5963 


a lower price for the Institute plant not warranted by technological characteristics 
of the plant or its location would give the buyer the advantage of a lower operating 
cost and could therefore result in an important competitive imbalance. 

The Commission has-consistently believed that substantial price discrepancies 
not justified by actual plant differences work a competitive injustice. At page 
21 of the Commission’s report to the Congress of January 24, 1955, appears this 
statement: ‘It was apparent to the Commission that prices paid for comparable 
facilities must bear a relationship with each other. Otherwise, a free, competitive 
industry is not being established from the outset.” 


The Attorney General at page 20 of the report also states this 
argument as follows: 


Finally it must be recognized that the sale of the Institute plant at a price far 
below fair value would, in effect, constitute a Government subsidy to a private 
producer and would give the buyer the advantage of lower operating costs over 


other producers and may create a competitive imbalance in the synthetic-rubber 
industry. 


Let us take the Commission’s statement that— 


substantial price discrepancies not justified by actual plant differences work a 
competitive injustice. 

What are the differences between the Institute and the plants pre- 
viously sold by the Commission? The differences are striking. At 
the time of the previous bids, so little was thought of the Institute, 
that the Commission reported to Congress: 


The Commission did not receive a bid for the plant at Institute, W.-Va., nor 
was it able to interest any bidder in this facility during negotiations, despite 
continuous efforts to do so. The principal drawbacks to this facility are that 
it has no equipment to make “cold” rubber, and it has no adjoining facilities for 
the manufacture of butadiene. Industry engineers have also cited its crowded 
compactness on relatively small areas as an explosion hazard. About a year 
ago, an explosion at a neighboring plant did danage the Government plant. 

Industry also regards the plant as a “‘high cost producer” and unable to compete 
with other plants more favorably located. The Government has been aware of 
these facts, as evidenced by the fact that the plant has been in standby since 
September 16, 1953. It has not operated since the Korean crisis passed. 


If, therefore, the Institute plant is sold at a comparable price per 
ton to the prices bid and accepted in the previous sales, the owner of 
the Institute plant, on the basis of that plant alone, would be unable 
to effectively compete against those already established in the industry. , 

Mr. Burt, the president of Goodrich-Gulf, testified last week before 
the Senate Banking and Currency Committee that the Institute plant 
can only be brought up to the technological efficiency of the Port 
Neches Corp. plant by the expenditure of $6 million. In order, 
therefore, to make the Institute plant capacity of 122,000 tons 
comparable with other facilities already sold, it is necessary to add to 
the bid the sum of $6 million. This would mean, for instance, that 
the cost to the second bidder, Pauley, of having a plant of comparable 
efficiency to those already sold, would be his bid of $5,800,000, plus 
$6 million, or a total of $11,800,000. 

On this basis, the cost per ton to the second bidder, Pauley, to 
produce 122,000 tons at the Institute plant is $96.72. This compares 
with the cost per ton of production of the plants previously sold, 
and bears upon their ability to compete. I have the list at the top 
of page 11, as follows: American Synthetic Rubber, $53.18 per ton; 
Phillips Chemical, $71.28; Firestone Tire, $75; Copolymer Corp., 
$102.05; Firestone Tire, $116; Goodyear Synthetic Rubber, $119; and 
the rest of the list. It goes all the way up to a cost per ton to the 
United Rubber and Chemical Co. of $162.56. 
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It is clear, therefore, that the acceptance of the Pauley bid would 
not, and could not, create a competitive imbalance in relation to the 
facilities previously sold, that the chairman talked about. 

Mr. Chairman, the tendency toward monopoly cannot be concealed 
by attempting to cloak it in high-sounding phrases and arguments 
lacking substance. The congressional directive for a free competitive 
industry, we submit, has not been followed. 

Nor has the second criterion which I have stressed, namely the 
protection of small business, been adequately observed by the Com- 
mission. There is a better solution to the problems of small-business 
men in the synthetic rubber industry than the transfer to Goodrich- 
Gulf of 25 percent of the total production, as proposed by the Disposal 
Commission. 

The solution to which I refer is the fostering of a competitive indus- 
try by placing paramount importance upon preventing unreasonable 
control of the industry by the large integrated supplier-competitors 
of the small-business man, and to insist that whever possible, the 
production of synthetic rubber be given to nontegrated producers. 
This is the only real or worthwhile protection to the small-business 
man. 

As stated by the Attorney General in his reports to the Disposal 
Commission, the commitments of the integrated purchasers that they 
will give small business a fair share at a fair price is not the best solu- 
tion to the problems of small business. The Attorney General has 
forthrightly said: - 


I am concerned about the future enforcement of these contractual commitments 
when the Commission ceases to exist— 


and he pointed out that a sale of Institute— 


to firms not presently engaged in synthetic rubber production would not only 
broaden the base of competition but also afford greater assurance to small business 
of an adequate supply of synthetic rubber in a period of existing and anticipated 
shortage of both natural and synthetic rubber. 

I believe it is fais to say that in this statement, the Attorney General 
recognized and was pointing out the fact that during a period of short- 
age, the promise of an integrated producer to deprive his own fabricat- 
ing facilities of needed synthetic rubber and to give this rubber to his 
small-business competitor is not worth much more than the paper it 
is writtenon. The only real guaranty to the small-business man that 
he will receive a fair share of synthetic rubber at a fair price is to put 
the production of synthetic rubber into the hands of nonintegrated 
producers. 

Mr. Chairman, much has been said and much has been made of the 
avowed allocation by the facilities purchasers of certain portions of the 
plant production to small business. Much is made, too, of the adher- 
ence by the purchasers to their agreements, last year. 

The fact remains that this was entirely voluntary on the purchaser’s 
part and that certainly when the Commission ceases to exist, as it 
will cease to exist after this sale, by the law, if this sale is affirmed, there 
will be nobody who can enforce the rights of small business under those 
commitments. 

In the chairman’s statement he talked about the power of public 
opinion to enforce the allocation to the small-business man. I recog- 
nize that public opinion has great weight. And yet I have seen, as a 
result of my experience on the Small Business Committee, in other 
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industries where there have been commitments by companies larger 
than these, if you please, where they have tried desperately to allocate 
to their own production the amount that they said they were going to 
give to small business, and on which they had contracts with small 
business, enforceable contracts. 

Mr. Snort. I take it you would want a permanent Government 
agency? 

Mr. Yates. Either that, Mr. Short, or I would like to have some 
assurance before the sale is approved that an existing Government 
agency, just as General Services Administration enforces the rights of 
small business in connection with their share of aluminum from the 
new facilities that were sold—some agency like General Services 
Administration, with the power to enforce the agreements on behalf of 
small business. 

Now, last year the chairman interrogated each of the purchasers 
on the amount of production that each would set aside for small- 
business firms, and a presumably satisfactory allocation was made by 
each. But who can enforce this agreement? 

Judge Barnes was asked this question, and he anticipated extreme 
difficulty in maintaining such a suit. 

It is not beyond the realm of possibility that one or more of the large 
corporations may not be as sympathetic toward the needs of small 
business when the sales are complete as they were when the sales were 
pending. 

Now, on the third point, the third guaranty of the Disposal Act 
which the Rubber Disposal Commission has not adequately observed, 
Mr. Chairman, is the requirement of receiving full fair value for the 
facility. 

In my judgment, the best test for determing full fair value is 
earnings potential, and the Commission itself stated that— 
for negotiation purposes potential earning power should be the prime factor in the 
establishment of an appropriate price. 

Yet nowhere did the Commission reveal the underlying earnings data 
which led to its determination of the value of any of the facilities. 

Because of this situation, Mr. Chairman, Congress has no way of 
knowing whether the actions of the Disposal Commission are soundly’ 
based on good judgment consistent with the requirements of the basic 
law. 

Last year in my testimony I attempted to persuade this committee 
that there was a great paucity of information in connection with the 
sale. I asked a number of questions which I thought we should have 
the answers to, and the chairman agreed with me. He asked the 
Disposal Commission to furnish the information. 

As exhibit A to my testimony I also added a document which we 
were told had been prepared by the Disposal Commission containing 
estimates of the return on investment which the companies would 
make based on the proposed sales price. The Commission, in replying 
to my testimony, declared that this chart— 
is not the Disposal Commission’s document and unfortunately is not accurate. 
I have a photostat here of the original document, from which I read, 
and I should like to hand it to you with the request that it be intro- 
duced as a part of the transcript. I make this request because of the 
Commission’s statement that it is not their document and it is not 
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accurate. It is on the stationery of the Rubber Facilities Disposal 
Commission. 

The CuarrMan. Without objection, put it in the record. 

Mr. Yares. O. K., thank you, Mr. Chairman. 

(The document is as follows:) 


RvusBER Propucine Faciiitizs DisposaL ComMISSION, 
Washington, D. C., March 2, 1955 
Mr. James Casa, 
United States Senate, Banking and Currency Committee, 
Senate Office Building, Washington 25, D. C. 


Dear Mr. Casu: The current thinking of the industrial engineers employed 
by the Commission as to the rate of return on total investment, using for plant 
values the prices contained in the sales contracts, is as follows: 


BUTADIENE PLANTS 






































; r Purchase , Per- 
Plancor No. price Purchaser | Location cent 
™ 7 
Sate $16, = 000 | Petroleum Chemicals, Inc__...........| Lake Charles, La_-_--- | 10.44 
RSA 86,000 | Humble Oil & Refining Co____--_--- Baytown, Tex-_-. -| 7.37 
Pe ass : s oon. 000 | Goodrich- Gulf Chemicals, Inc_- .-| Port Neches, Tex..___| : 
Texas-U. S. Chemical Co-____- Sa ee | a ee | 8. 68 
ee 24, 187,000 | Food Machinery & Chemical Corp_ _| Houston, Tex______-- -| 9. 47 
GR-S PLANTS 
i- pam | 
2, 340, 000 | American Synthetic Rubber One. .--| Louisville, Ky. --_.-- | 10. 46 
| 2, 250,000 | The Firestone Tire & Rubber Co___--| Akron Ohio | 14.97 
11, 650, 000 ee REDE LL ALS Se | Lake Charles, oa. a 11. 90 
13, 000,000 | Goodrich-Gulf Chemicals, Inc____--- -| Port Neches, "Tex. --| 9.10 
2,075,000 | Goodyear bes nthetic Rubber Corp._.-| Akron, Ohio_-__- 14. 97 
11, 889, 000 |____- CRN G RGAE AT IE Houston, Tex....-.---| 10.11 
11, 500, 000 Texas-U. 8. Chemical Co_.___-______- Port Neches, Tex-_--_- 10. 00 
3, 200, 000 United States 2 | Naugatuck, Conn_---- 7. 67 
BUTYL PLANTS 
ee pet dances 
ae $14, 857, 000 Esso Standard Oil Co__...........----- | Baton Rouge, La_ ie 6. 69 
Re $17, 500,000 | Humble Oil & Refining Co ---| Baytown, Tex_- : | 10. 77 
1 
INTEGRATED PLANTS 
152 (butadiene)_| $10,000,000 | Copolymer Corp_-_----.....-----.--.--- | Baton Renae, I La. ad 9. 35 
876 (GR-S)__..} $23,625,000 | P — a | eee Borger, Tex_- a 13. 16 
eh ES RET SATE SS VIPER THA. FIRE CASE GREE: (FIs CSS Brenan 
SS 2 SE, Be ee ee Oa ee aes 
Se SN ela nade inte eiesnhaaeh sews bond anew eeeoeSagginssiaeernri tL kabwgeeeetaeninnccseneslnesns sem 
611 (GR-S)-_-_--| $30,000, 000 Shell Chemical EN es ie i ta aoe Los Angeles, Calif___- 8. 76 








Note: Purchase price column added for easy reference. 


The appropriate or asking prices for the 3 plants sold to Shell were $20,300,000 
for the styrene, $7 million for the butadiene, and $3,500,000 for the GR-S. 

We believe this completes the information suggested at our meeting on Feb- 
ruary 17. 

Very truly yours, 
EvuGENE Houuanp, Executive Director. 

Mr. Yates. And the chart that I put into my testimony last year 
was a mathematical computation made by the Library of Congress 
converting the Commission’s percentage of return to a monetary 
amount. 

The Commission then proceeded to say that: 

We quite agree with Mr. Yates that earning power should be the prime factor 


in the establishment of the purchase prices for these facilities. That is the 
yardstick we used, as our report specifically states in several places. 
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I agree this is what they say, but they don’t say how they did it. 


We are criticized for not furnishing the Congress with underlying data showing 
the earning potential of the facilities. To have done so, gentlemen, would have 
required the manyfold expansion of our report in order to present voluminous data 
of a highly specialized technical industrial engineering nature. It was out of 
place in our report. We retained an independent industrial engineering firm to 
make such technical studies for us. They did so in great detail, over a period of 
more than 12 months. We have not withheld such information. We have pre- 
sented to this committee, in some detail, a summary of the evaluation method 
followed and the assumptions used. This was furnished in a letter dated March 
2, 1955, as the answer to question No. 7 in that letter. This was a letter to the 
chairman, 

This statement indicated that the Commission did not intend to furnish the 
data that had been requested. To all intents and purposes it said “If you want to 
know what we did, read the summary of the evaluation method we followed as 
contained in the letter dated March 2, 1955, as answer to question No. 7 in our 
letter to the chairman, 

Having received this answer, and wanting to get an impartial and 
authoritative analysis of the matter, I submitted the questions to the 
Library of Congress for an evaluation based on earnings in accordance 
with the formula that the Commission itself had used. 

I have here the statement prepared by the Library of Congress. 
Because of its length, I think you may want me to add it as an exhibit 
to my testimony, rather than reading it into the record at this time, 
and I ask leave to have it included for that purpose. 

The results of those computations, Mr. Chairman, reveal the dis- 
parity between the price received by the Commission for the 24 plants 
and their capitalized value. 

Based on the conservative estimates of price and profit which the 
Commission says it used in determing full fair value, and on 80 percent 
of the production, which it said was taking place at the particular 
time, the capitalized value of the 24 plants after taxes, if you please, 
is $325,051,860. This is after taxes. 

If the contract price—lacking Commission figures of estimated 
earnings—of the butyl plants and the butadiene alcohol plants are 
added, the total is $35,428,860, as contrasted with an actual contract 
sales price of only $285,465,000. 

Now, when you hear these amounts, Mr. Chairman, it is interesting , 
to go back to the debates at the time that the Rubber Act was passed 
and read what Congressman Shafer, your very good friend, Congress- 
man Shafer, estimated the plants would bring at that time. 

And I quote from his statement from the Congressional Record of 
February 18, 1953. He asid: 

I don’t know how much we can expect to receive in dollars from the sale of these 
plants. However, it should be a substantial sum of money, probably in excess of 
$350 million. 

Mr. Shafer was right, because that is actually what the capitalized 
earnings of the plants show. And when you look at the debates in the 
Senate and you see what Senator Capehart had to say on this—Senator 
Capehart who was taking the bill through the committee—he said 
this: 

So far as I am personally concerned, a fair price, unless there are some factors 
about which I don’t know at the moment, is certainly going to be close to if not 
above what the plants cost the Government originally, in excess of $500 million. 

But was there any reason, Mr. Chairman, to assume that only 80 
percent of production subsequent to the sale of plants to the private 
owners would take place? 
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The Commission says there was, due to the economic climate pre- 
vailing at the time contracts for the 24 plants were concluded. And in 
support of its opinion, it cited to the Senate committee last week com- 
ments from various financial journals. What the Commission failed 
to mention, however, was that by the end of December, when it was 
accepting final bids, leaders in the very companies the bids of which 
were supposedly being inhibited by economic conditions, were writing 
very unhesitatingly for the January issue of Rubber Age about the 
excellent prospects for synthetic rubber in 1955. 

I quote from the article: 

‘‘* * * the outlook for 1955 is bright, and the general upward trend should be 
maintained for some years to come,” opined the chairman of Goodyear. ‘‘ Busi- 
ness is picking up in the rubber industry and 1955 sales will probably be about 
$5 billion—or roughly equal to the alltime record set in 1953. The 1954 decline 
in rubber business turned out to be a mild one,”’ wrote the president of United 
States Rubber. ‘“‘* * * the business outlook for the rubber industry in 1955 is 
excellent,’’ observed the chairman of Firestone. 

The Commission also told the Senate last week that forecasts for 
synthetic production for 1955 did not lead, during bidding on the 
24 plants, to “runaway optimism.”’ In an immediate sense—and the 
term “immediate economic environment’? was used—this was true. 
But what about long-term demand prospects for synthetic rubber, 
to which all prospective purchasers could be expected to attach con- 
siderable importance? They were, to put it mildly, excellent. The 
percentage consumption of synthetic rubber to natural rubber was 
steadily increasing under rising natural rubber prices and improve- 
ments in synthetic. 

For 1955, demand for synthetic was expected to reach 762 long tons; 
for 1956, 820; 1957, 870; 1958, 940; 1959, 1,010, on contrast to assigned 
capacity production for the 24 plants of only 689,000 tons of GR-S 
and 90,000 of butyl. 

The Commission further told the Senate last week that— 

throughout the negotiating period, the Government's production was running at 
an average annual rate far below that of the preceding 3 years. The rate of 
profit was way down. Government inventories were increasing sharply as sales 
were falling. 
All of these factors, the Commission contends, had a moderating effect 
on bidding. There was, it is true, a decrease in both the production 
and consumption of synthetic rubber in 1954. It is also true that 
production for 1954 was lower than for the previous 3 years. But 
the use by the Commission of the 3-year comparison is misleading, 
Mr. Chairman. Go back a fourth year—to 1950—before the impact 
of the Korean war was felt—and you find a total GR-S production 
at only 350,801 long tons, as compared with 472,698 in 1954. 

Go back even a year further and the figure was 288,882. In this 
perspective—and it is a considerably more reasonable perspective 
than the period chosen by the Commission—the rate of production in 
1954 marked only the expected decline following a spurt in defense 
spending. Production in 1954 itself, moreover, had been affected 
both by 2 major strikes against Goodyear and Firestone in July and 
August, the 2 lowest production months, and—again contrary to the 
Commission’s statement—a reduction, rather than an increase in 
Government inventories. Between the spring of 1954, and Decem- 
ber 31 of the same year, the Government—in preparation for the sale— 
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reduced its inventory from 80,000 to 57,000 long tons, and cut back 
its production accordingly. 

It is often said, Mr. Chairmai. that the proof of the pudding is in 
its eating. What actually happened during 1955? You won’t 
believe it, but production of GR-S rubber was 716,756 long tons 
through November—or 120.51 percent of rated capacity, while buta- 
diene production through November was 659,144 long tons, or 130.87 
percent of rated capacity. 

You will recall last year when I had an interchange with Mr.. 
Durbam about how much these plants could be expected to produce. 
Neither of us at that time anticipated that any of the plants could 
exceed their rated capacity. And yet what do we find here? We find 
that the plants in private ownership—they were in private operation 
but under Government ownership before that time—in private opera- 
tion and private ownership they are exceeding their rated capacity by 
these percentages. 

Prices remained about the same, except for upward movement in 
certain specialized types. The January 1956 issue of Rubber World, 
however, indicates that other price rises are imminent. 

Estimated yearly production, Mr. Chairman, at the rate of May 
through November 1955, is 831,000 long tons for GR-S, and 764,300 
for butadiene. 

Listen to this Mr. Chairman: Using the conservative price and in- 
come figures cited by the Commission last year, this yields for GR-S 
and butadiene a total annual income after taxes of $51,627,317. 

After taxes, Mr. Chairman, that is the amount. Capitalized at 
10 percent, which was the figure that the Commission itself used as 
being a fair capitalization factor, this indicates that the worth of 
synthetic-rubber plants sold last year for under $300 million is a con- 
servative $516,273,167. And I have that computation here with the 
report of the Library of Congress. 

(The computation follows:) 
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Synthetic rubber facilities—Computed net operating profit and capitalized value of 
facilities in 1955 under assumed conditions 


[All amounts are millions of dollars] 





Facilities for production of— 


| 
| 
| 
| 


Computed net profit if all facilities operated at percent 


of assigned capacity ! 








See footnotes at end of table, p. 5971 











T 


| Annual rate 


| 
80 percent | 90 percent 100 percemt 
one eee mel? id 
COPOLYMER ? 
' 
Price per pound: | 
23 cents. - _- 16. 31 18. 35 20. 39 } 
24 cents_-. 22. 24 25, 02 27. 80 
25 cents _- 28. 18 31. 70 35. 22 
26 cents _ _- 34.11 38. 37 42.63 | 
27 cents. -- ‘ 40. 04 45. 04 50. 05 | 
28 cents... 45.97 51.7 57. 46 | 
29 cents 51. 90 58. 39 64. 88 | 
30 cents. ...... 57. 83 65.06 | 72. 29 
| } 
BUTADIENE 3 | | 
Price per pound: | 
14 cents -| 16. 54 18. 61 | 20. 68 | 
15 cents. 21.02 | 23.65 | 26.28 | 
16 cents 25. 51 28.70 | 31. 89 j 
17 cents | 29. 99 | 33. 74 | 37. 49 
18 cents 34. 48 | 38. 79 | 48.10 | 
19 cents .| 38. 96 | 43. 84 | 48.71 | 
20 cents | 43. 45 | 48.88 | 54.31 | 
COPOLYMER AND BUTADIENE | | 
Price per pound: | | 
14 and 23 cents 32. 85 | 36. 96 41. 07 
24 cents 38. 78 | 43. 63 | 48. 48 
25 cents 44.72 | 50. 31 55. 90 
26 cents - - 50. 65 | 56. 98 63. 31 | 
27 cents 56. 58 | 63.65 | 70. 73 
28 cents _- 62. 51 | 70. 33 | 78. 14 | 
29 cents -_ . 68. 44 | 777. 00 | 85. 56 
30 cents 74. 37 | 83. 67 92. 97 


of May- 
Decemb 
1955 ~ 





24. 57 
33. 51 
42.44 
51. 38 
60. 31 
69. 25 
78. 18 
87. 12 
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Synthetic rubber facilities—Computed net operating profit and capitalized value of 
facilities in 1955 under assumed conditions—Continued 


[All amounts are millions of dollars] 








| Capitalized value of earnings ‘ at 10 percent when 
| facilities operated at— 




















Facilities for production of— 
Annual rate 
80 percent 90 percent 100 percent |May-Decem- 
|} ber 1955 

| 

COPOLYMER ? | 

Price per pound: | 
pp Al 163. 1 183. 5 203.9 | 245.7 
SE aa 8 BE Eg Be ee 222.4 250. 2 278.0 | 335. 1 
_ a Sa , eS ee ee 281.8 317.0 352. 2 424.4 
EE EP ESA ne en Eee ea 341.1 383.7 426.3 513. 8 
PD Weer) pete eee Pe Bees re ett see 400. 4 450.4 | 500. 5 603. 1 
a ae ee Ll ae 459.7 517.2 574.6 692. 5 
fe il SES AGE SR 525 ils ME Ga 519.0 583.9 | 648.8 781.8 
OS CR Sa ELE IIE EP TILES TS 578. 3 650.6 | 722.9 | 871.2 

BUTADIENE 3 | | 

| 

Price per pound: 
jj SS ss anal 165.4 186. 1 | 206. 8 270.6 
RRS EE 210. 2 | 236. 5 | 262. 8 | 343. 9 
Pee alee Sa 8 See Teh a3 A 8 | 255. 1 | 287.0 | 318.9 | 417.3 
AGE RARER OE LO NE 299. 9 337.4 374.9 490.7 
I ccscsine thd acbiecndediantingrbe sadunmtan eather 344.8 | 387, 9 | 431.0 564. 1 
I re lhe ites anal iincdibinpilddiaes 389. 6 438. 4 | 487.1 | 637.4 
20 cents ‘ incmiainssaheape litiimasiaciiaiabe eee. 434.5 588.8 543.1 710.8 

COPOLYMER AND BUTADIENE | 

Price per pound: } 

14 and 23 cents. ‘. 328. 5 369. 6 410.7 | 516.3 
24 cents__ : i 387.8 | 436. 3 484.8 | 605.7 
25 cents....... ee ad : 447.2 | 503. 1 559.0 695. 0 
26 cents __ ; * 506. 5 569. 8 633.1 | 784. 4 
27 cents _-_._-- pli tale bedtawe $33 . 565.8 | 636.5 | 707.3 873. 7 
28 cents Se eet 625.1 703. 3 781.4 | 963. 1 
29 cents__ j P be ote 684.4 770.0 855. 6 | 1, 052. 4 
pe eee ee ietniteeedes } 743.7 | $36.7 929.7 | 1,141.8 





1 Net profit per pound of 1.32 cents for copolymer plant output and 1.77 cents per pound for butadiene were 
computed for estimated annual production near 80 percent, in data supplied to the House Committee on 
Armed Services by the Rubber Facilities Disposal Commission. Charges for depreciation, interest, and 
insurance were based on the actual prices and terms at which the facilities were sold. A higher price for 
the facilities would increase these costs and reduce net income and capitalized value computed from net 
income. A higher rate of output would reduce these charges per unit of output and increase net income and 
capitalized value. The computed net profits and capitalized values included in this table were computed 
without attempting to make adjustments of depreciation and interest, or other overhead, and direct costs, 
to reflect costs when borne by private owners and operations at higher than estimated capacity rates. 

2 Assigned annual capacity 689,600 long tons. Annual production estimated at time of sale, 540,466 long 
tons. Production at 80 percent of capacity, 551,680 long tons; at 90 percent, 620,640 long tons; at annual 
rate of May-December 1955, 831,000 long tons or 120.5 percent of assigned eapacity. 

3 Assigned annual capacity 584,000 short tons. Annual production estimated at time of sale, 494,000 
short tons. Production at 80 percent of capacity, 467,200 short tons; at 90 percent, 525,600 short tons; at an- 
nual rate of May-December 1955, 764,300 short tons or 130.9 percent of assigned capacity. 

4 Computed as 10 times net profits shown in appropriate columns, 


Mr. Rivers. So you think there the Commission is only about 50 
percent right? 

Mr. Yates. Well, in the prices that it received. And I think, too, 
that the compliance with the basic law about receiving full fair value 
deserves some reconsideration, when you see what this estimate by the 
Library of Congress based on the Commission’s own factors in question 
said in its letter to the Commission. 

‘This shows what it is. 

Let me go on further, Mr. Rivers, and point out one thing for you. 
That is based on a price of 23 cents a pound. 
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Mr. SHort. Does the gentleman have any figures as to how much 
the private companies have put into these plants since they have taken 
them over? 

Mr. Yates. The amount—expansion? 

Mr. SHort. Yes. 

Mr. Yates. The amount of money they have invested in expansion? 

Mr. SHort. Improvement and expansion. 

Mr. Yates. I don’t know the answer. 

Mr. Snort. Certainly the gentleman from Illinois is not against 
progress. 

Mr. Yates. Why, on the contrary. 

Mr. SHort. They are producing more now and they will produce 
more next year. 

Mr. Yates. Mr. Short, if I was against progress, I wouldn’t be here 
today. I am for progress. That is why I am trying to exchange 
these views with you. 

Mr. Sort. [ am just wondering how much money these companies 
have put into the plants since they have taken them over. 

Mr. Yates. We do know 

Mr. Sort. In rehabilitating, improving, and expanding. 

Mr. Yates. They have a very great expansion program, Mr. Short. 
The Commission’s report—— 

Mr. SHort. And we want it that way; don’t we? 

Mr. Yates. Of course. We want our country to continue to ex- 
pand. We want our industries to continue to expand. In that way 
we have improvement for all our people and we have prosperity. 
You and I want the same things. The only question upon which 
you and I may disagree is whether or not the Commission did comply 
with the factors, the basic law said it was supposed to comply with. 

The CuarrMan. In reply to that, I would say that the Congress 
thought from the facts, that they were getting the fair market value. 

Now, the major portion of your argument right now is to point 
out that we were all out of step and you had the only right solution. 

Mr. Yates. Well, I don’t 

The CHarrMAN. Well, that is what it boils down to. 

Mr. Yates. Well, Mr. Chairman, if you want to take that opinion, 
it is all right with me. 

The CuarrMan. Isn’t that what all this is for? 

Mr. Yarrs. No, Mr. Chairman. These are the arguments 

The CuarrMan. You are pointing out that the fair value was not 
the fair value that the Congress acted upon, that the fair value would 
be $516 million instead of some two hundred eighty-odd million 
dollars. 

Mr. Yatrs. Mr. Chairman, may I point out one thing to you? 
In your argument on the floor last year you pointed out that the 
anticipated profit for the current year, 1955, was something like 
$51 million. As a matter of fact, the profit—here is the Commission’s 
own statement. The profit for 10 months, after depreciation, was 
$60,700,000. You know how much the Commission took for de- 
preciation? $21 million. 

The Cuarrman. The 














Mr. Yates. Now, just think of how great a depreciation factor 
that is, $21 million for depreciation. 

The Cuarrman. It boils down to this, and I am following you with 
much interest. It boils down to this, that you think from the 
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Commission’s report last year and what Congress did, that we did 
not receive what was considered the true value of the property. 

Mr. Yates. In my report to you last year, Mr. Chairman, I 
asked—I pointed out that there was a paucity of information, and 
I asked the committee to try to obtain the information from the 
Commission. When I couldn’t obtain the information from the 
Commission, I myself then went to the Library of Congress and asked 
them to estimate the value based on the answer to your letter. 

The CuarrMan. Well, we received some $280 million for the 
property, for the plants which were sold. 

Mr. Yates. That is correct, sir. 

The CHarrMan. And you are now arguing that we should receive 
in the neighborhood of $516 million——— 

Mr. Yates. I am arguing more than that, Mr. Chairman. 

The Cuarrman. All right. 

Mr. Yaress. I am arguing that that is based on a figure of 23 cents 
per pound for the rubber. 

The Cuarrman. All right. 

Mr. Yarrs. With the chairman’s permission, I would like to put 
in a copy of the estimate of the Library of Congress which shows 
what the capitalized value would be, not only at 23 cents a pound 
but 24, 25, 26, 27, 28, 29, and 30, and based on 30 cents a pound—— 

The CuarrmMan. Well—— 

Mr. Yatss. The valuation up to $1,141 million. 

Mr. Batss. Mr. Chairman—— 

The CuarrMan. Let me putit this way. Of course you have always 
taken the position that we weren’t getting the value. You did that 
last year and the House did not agree with you. 

Mr. Yates. That is correct, sir. 

The CHarrMan. Now, you are doing the same thing here. I may 
sum it up in one line. It is a rather poor advocate that can’t always 
get figures to fit his case. 

Mr. Yaress. I didn’t hear you, Mr. Chairman. 

The CHarrMAN. I say it is a mighty poor advocate that can’t 
always get figures to fit his case. [(Laughter.] 

Now, the House didn’t agree with you last year, so you are now , 
before us to justify the soundness of your reason then. 

Mr. Yates. I agree with you, Mr. Chairman—— 

The CHarrMan. And the soundness of your reasoning now. I will 
let you go ahead and continue your justification. 

Mr. Rivers. Mr. Chairman 

The CHartrMan. Mr. Rivers, I beg your pardon. 

I see the next line is that Senator Capehart said off the cuff that 
he thought it was $500 million. 

Mr. Yates. That is correct. 

The CuarrMan. The value of it. But nevertheless from the facts 
submitted, Senator Capehart and the—did the Senate vote on it? 

Mr. BLANDForRD. Yes, sir. 

The CuatrMan. They approved it, too. We all thought that was 
the right thing. So we appreciate having our memory refreshed from 
your viewpoint, what a grave error we made, but we don’t think we 
made a grave error. 

Let’s go ahead. 

Mr. Yates. Replying to your question about my advocacy, Mr. 
Chairman, I would agree with you that probably the reason the 
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Congress voted as it did last year was a result of my poor advocacy, 
because certainly the facts do sustain the conclusion I arrived at 
{Laughter. | 

Mr. Bates. Mr. Chairman—— 

Mr. Rivers. Mr. Chairman. 

The CHarrMaNn. Wait,members. Let’s let him finish the statement. 

Mr. Yates. You want me to proceed, Mr. Chairman? 

The CHAIRMAN. Yes. 

Mr. Yates. Before I answer Mr. Rivers’ question? 

The CHAIRMAN. Yes, sir. 

Mr. Rivers. | just wanted to ask him one question. 

Mr. Gavin. Are there any other witnesses? 

Mr. Suort. Yes; Mr. Pettibone is here. 

The CuarrmMan. Go ahead. 

Mr. Yaress. In addition to securing these computations from the 
Library of Congress, Mr. Chairman, I have been attempting since last 
spring to secure from the Disposal Commission information relative 
to the manner and the success of the Commission’s attempt to secure 
full fair value from the disposal program. 


On the morning of last March 21, the day before House debate, I 
sent to the Commission this telegram, and I quote: 


Please answer the following questions: 

1. What was the “appropriate” or “asking” price set by the Commission for 
each plant in the proposed sale? 

2. What was the estimate of the worth of each plant in the proposed sale in the 
appraisal by the Parsons Co. in 1952? 

Was this based on “replacement cost” or ‘‘earning power?” 

3. What was the estimate of the total worth of each plant in the proposed sale 
in the appraisal by the consulting engineers to the Commission based on a projec- 
tion of the Parson appraisal? Was this based on “replacement cost” or “earning 
power?” 


At about 11:30 o’clock the following morning, a Mr. Heins appeared 
at my office bearing a letter from the Chairman of the Commission, and 
26 volumes of engineering reports by the Ralph M. Parsons Co. The 


crux of the letter is contained in its last paragraph, which reads as 
follows: 


You will note on page 17 of our report to Congress a statement that the Com- 
mission placed major emphasis on potential earning power in arriving at decisions 
as to contract sales prices. Studies made by the industrial engineering firm 
retained by the Commission are in great detail based in part on information 
supplied by prospective buyers, in part from records of the Government agency 
operating the plants, and in part by independent checks made by the engineering 
firm. When these had all been laid before the Commission, the Commission 
compared these independent conclusions with the bids of different bidders which 
were known only to the Commissioners and two members of the staff, excluding 
the engineers. Out of that, we gradually reached conclusions as to the price we 
would be willing to recommend to the Congress. In every case, we were able 
to come to agreement on a negotiated price with the buyer except for the plant at 
Baytown. It is not feasible to make any short summary of the tremendous 
amount of detail which makes up the working papers of the engineering firm and 


the Commission. 

But when I asked Mr. Heins why the Commission had not replied 
to the first question in my telegram—one of the most critical questions 
in terms of evaluating the Commission’s application of the criterion 
of full, fair value—he said he didn’t know, and that only Mr. Pettibone 





or Mr. Holland could tell me. 
Throughout the remainder of that day, Mr. Chairman, I endeavored 
through my own staff and through the Commission to contact these 
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two gentlemen, but without success. I was told they were listening 
to House or Senate debate and would call when they could be 
notified. They did not call, nor did they call the following day. 
On the third day, my assistant finally reached the Commission by 
phone, and asked whether they were in a position to reply to question 
one of the telegram. Without stating that they were, he was asked 
why, since the resolution of disapproval had been defeated, the 
information should be desired. 

Deeming the information not only desirable but necessary, I wrote 
the Commission on the following day—March 25—again requesting 
an answer to my first question. 

On March 29, in the absence of the Chairman, Mr. Sheehan, 
General Counsel, replied that he had referred the letter to the Com- 
mission for its consideration. On April 19, the Chairman himself 
replied as follows: 

It is the judgment of the Commission that a statement concerning the data 
you request would be harmful at this time to the Government’s position in the 
Commission’s negotiations for the sale of the GR-S plant at Baytown, Tex. 

I shall advise vou as soon as the contract for the sale of the Baytown plant has 
been signed. We can then review with you the information you have requested. 


On April 21 I replied as follows: 


Thank vou for your letter of April 19. I would not want to jeopardize negotia- 
tions for the sale of the Baytown, Tex., plant but would appreciate your attention 
to my request as soon as the negotiations are completed. 

I haven’t heard from the Commission yet on this very important 
matter. 

I realize that immediately following the sale of the Baytown plant 
the Commission turned to selling the Institute plant. I also realize 
that if the information requested would have jeopardized the Bay- 
town sale, it might also have jeopardized the Institute sale. 

But this is now the 7th of February, and the contract for the Insti- 
tute plant was signed on December 19. Surely, if the Commission had 
intended to answer my letter, it could have done so in this period of 
time. 

I think, Mr. Chairman, that this committee and the Congress 
have a right to know the answer to my question. The Disposal ' 
Commission has stated that an “appropriate” or “‘asking’’ price was 
set for each facility. We should know what it was for each and 
every plant, including Institute, and the modifications it went through 
at various stages of the negotiations, if at all. 

This committee and the Congress also have the right to know what 
the Commission set as “full, fair value” for each and every plant, 
whether in terms of a single amount, or in terms of a range of amounts, 
just as it did in the sale of Shell, where it had a package sale for over 
$30 million. It could just as easily have broken it up into three 
different bids. 

Port Neches, according to the Attorney General, could have been 
broken up into 2 plants and sold as 2 packages. 

Mr. SHort. Don’t you think we made it pretty clear, Mr. Yates, 
in the hearing last year that that package deal for Shell was so inter- 
locked and intertwined, if you had broken them down separately 
you wouldn’t have gotten nearly as much as if you sold them together? 

Mr. Yates. I don’t know the answer to that, Mr. Short, because 
I don’t know all the facts relating to the bidding on that, and I don’t 
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know whether or not—because the Commission insisted on making it 
a package deal—— 

Mr. Suort. It is conceivable, though, is it not? 

Mr. Yates. That is conceivable, Mr. Short. 

Mr. Snort. Where you have three plants and they are interlocked 
or intertwined. 

Mr. Yarss. That is correct. 

Mr. Suort. And one furnishes materials to the other, you could 
get more by selling them together than if you sold them separately, 
which would make the operation very difficult if not impossible. 

Mr. Yates. I would agree with you, Mr. Short, that that is pos- 
sible. I don’t know that it was the case, because I don’t know what 
the bidding was there. I don’t know either what the bids might 
have been if it had been broken up into three plants. 

Thirdly, I think the Commission should clarify a statement it made 
in its letter of March 2, 1955, to this committee, that in the case of 
some plants— 
normal standards had to be adjusted in order that criteria of the act other than 
“full, fair value’ be met. 

Which plants, Mr. Chairman; what adjustments were made; and in 
what ways were the sales thereby brought into greater conformity 
with the Disposal Act? 

In my judgment, this is information we should have had—and 
properly could have had—a year ago. In the case of Institute, it is 
information we must have before we can approve that sale as 
recommended. 

My testimony has been long, Mr. Chairman, I am grateful to you 
for according me this very fair hearing. 

In conclusion, Mr. Chairman, I offer the following recommendations: 

(a) That the sale of the Institute plant to Goodrich-Gulf be set 
aside, and that new legislation be passed promptly which would 
authorize the Commission to take new bids. Goodrich-Gulf’s bid 
should be rejected for the same reason that the Commission rejected 
Goodyear’s bid in connection with the Baytown sale. 

If you will recall that, Mr. Chairman, you will remember that the 
Commission threw out Goodyear’s bid—because it felt that accept- 
ance of that bid, if it were the successful bidder, would give Goodyear 
too dominant a place in the synthetic rubber industry. I have the 
same feeling with respect to Goodrich, and I think the Commission 
could justifiably do that. 

The CHarrMAN. What the committee votes on is the resolution. 

Mr. Yates. Yes; and I think this is important, Mr. Chairman. 

(6) The Commission should not go out of existence until the rights 
of small business shall have been protected by enforceable agreements 
signed by the facilities’ purchasers and a permanent Government 
agency which will assure that small business shall receive a fair share 
of synthetic rubber at a fair price as agreed to by the purchaser. 

Economic freedom is the birthright of every American businessman. 

Thank you very much, Mr. Chairman. 

The CuarrMan. Thank you very much. 

Now there is one question I want to ask you, just one question. 

In your statement you pointed out that if you added the $6 million 
to Pauley’s bid—it would cost $6 million to 





Mr. Yates. To convert it from hot rubber to cold rubber. 
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The CuarrmMan. That is right. Therefore, they should have 
accepted Pauley’s bid. 

Mr. Yares. They could have in terms of meeting their argument 
about a competitive imbalance. 

The Cuarrman. All right. By that statement in here, you are 
intimating 

Mr. Yates. Mr. Chairman, would you speak a little louder, please? 
I want to hear what you are asking me. 

The CuarrMan. All right. Now by that statement on page 10 
you are intimating that the Commission should have accepted the 
bid of $5,800,000 instead of the bid of $11 million, because—that is 
what it is put in here for. That is why you make that statement, 
showing that Mr. Burt, the president of Goodrich-Gulf says he has 
to spend $6 million on it. 

Now that is to put it in first class shape to meet competition. 
Now that is what you recommend, isn’t it? 

You are in the position here by that statement of saying to the 
committee that they should have accepted Mr. Pauley’s bid of 
$5,800,000 instead of the $11 million. 

Mr. Yates. I pomted that out, Mr. Chairman, at the particular 
place in my testimony in reply to the contention by the Commission 
that the acceptance of a bid that low would have given the purchaser 
a distinctly competitive—— 

The CuarrMan. That is right. 

Mr. Yares. A distinct competitive advantage. 

The CuarrMan. That is right. 

Mr. Yares. And, Mr. Chairman, let me go further, if you want 
me to finish my answer. I don’t know whether Mr. Pauley would 
have increased that bid. You know what the Commission did here? 
It said it would not accept a price less than $9 million. 

The CuHarrMAN. I am very familiar— 

Mr. Yates. And therefore Mr. Pauley had no incentive of going 
up to $9% million. 

The CuarrRMAN. In your statement—— 

Mr. Yates. Or any of the other bidders for that matter. 

Mr. Suort. Yes, but Mr. Chairman— 

Mr. Yares. Sure. 

Mr. Suorr. Mr. Pauley did increase his bid, though, from $2,500,000. 

Mr. Yates. $6% million, Mr. Short. 

And that would lead me to believe that if the Commission had not 
closed him out he might have gone up to $8 million or $9 million. 

The CuarrmMan. Let’s see, Mr. Yates, where you are. As I sum 
up this statement, this portion of your statement, you are taking the 
position that the Commission should have accepted for various 
reasons Pauley’s bid of $5,800,000? 

Mr. Yates. Mr. C baisian, you are taking an inference from my 
testimony. 

The CHarrMan. That is right. 

Mr. Yates. Which I do not choose to make and which I do not 
make. 

The Cuarrman. No 

Mr. Yates. Which I did not make. What you are doing is taking 
a statement out of context. 

The CHarrmMan. I am taking it just like you put it in here. 
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Mr. Yates. But you are not, though. 

The CuarrMan. Well, what is the purpose of putting it in there? 

Mr. Yarss. It is put in there to show that the Commission was 
incorrect in its argument about the competitive imbalance. 

The CHarrMan. Exactly. 

Mr. Yares. All right. 

The CuatrmMan. And to have a free competitive industry, there- 
fore, they would be warranted to take a lower bid. Now 

Mr. Yares. I agree with that statement. 

The Cuatrman. All right. 

Mr. Yares. I agree with it—if you will permit me to finish, Mr. 
Chairman. 

I agree with the statement that the Commission would be war- 
ranted in taking a lower bid than the one it finally accepted from 
somebody—from some person that was not an integrated company. 

The CuartrMan. That is right, exactly. 

Mr. Yarrs. And would provide additional competition in the 
synthetic-rubber industry. 

The CHARMAN. I am just wondering if they followed that line of 
logic, and came in here with the $5 million second bid against an $11 
million first bid— 

Mr. Yares. Yes. 

The CHarrmMan. What would the gentleman from Illinois say, 
especially in view of his criticism about the previous sales? 

Mr. Yares. Well, Mr. Chairman, if you want me to answer that 
I will tell you. 

The Cuarrman. Of course we want you to tell us. 

Mr. Yates. The gentleman from Illinois contends that the Com- 
mission did not pay as much attention to the requirement of the 
basic law that a free competitive synthetic-rubber industry be estab- 
lished by accepting the purchasers whom it did accept, that doing 
what it did in accepting those purchasers the amount of return that 
it received was not the maximum amount of return. 

It had failed to take into consideration what had been a tempering 
on the maximum financial return, namely, selling to a person who was 
not offering the maximum financial return in order to provide for 
competition in the industry. 

I believe that what the Commission did in connection with these 
sales is trv to get the maximum financial return. 

It would have been justified in accepting lower amounts if it ac- 
cepted the bids of other than integrated companies and giants in the 
rubber industry itself. 

The CHarrMan. Now, Mr. Yates, it is always a pleasure for this 
committee to have the benefit of your views. We appreciate them 
very much. 

Mr. Yates. Can you say that a little louder, Mr. Chairman? 
I think you are complimenting me and I want to hear it. [Laughter.] 

The CHarrMan. It is always a pleasure for this committee to have 
the benefit of your views. You are one of the most outstanding and 
distinguished Members of the House. I hope that is loud enough 
for the District to hear. [Laughter.] 

And I sincerely mean it. We appreciate it very much. 

Mr. Yares. Thank you. 

The CuarrMan. Thank you very much. 
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Mr. Rivers. Wait a minute. Let me ask him a question. 

The Caarrman. Mr. Rivers has been very patient this morning. 
[Laughter.] So let Mr. Rivers ask a question. 

: Mr. Rivers. He doesn’t care whom he gives compliments to, does 
e? 

Mr. Yates. That is right. 

Mr. Rivers. Anyway, I want to see if I understood the crux of 
your testimony. 

Mr. Vinson has a capacity that I do not possess. He can boil it 
down better. But what you are trying to say here, Mr. Yates, is 
that—what you are trying to say here is that by having disposed of 
these plants, primarily to integrated companies, first to cut down 
the competition throughout the industry—now am I right on that? 

Mr. Yates. I did not hear that, sorry. First they cut down 
competition throughout—— 

Mr. Rivers. By disposing of these plants primarily to integrated 
companies. 

Mr. Yartss. Yes. 

Mr. Rivers. Competition across the board, industrywise, has been 
lessened? 

Mr. Yarss. That is right. 

Mr. Rivers. Do you also state that with that policy they had the 
approval of the Department of Justice? 

Mr. Yarss. I would not want to state that in this last letter that 
the Department of Justice sent in connection with this sale that it 
did give its approval. The Department of Justice and the testimony 
of Mr. Barnes before the Senate and I think—— 

Mr. Rivers. We have Mr. Barnes here, don’t we? 

Mr. Yatus. I think Mr. Barnes will probably tell you the same 
things he so ably told the Senate. That the Department of Justice 
had no alternative in connection with this sale as it finally shaped up. 

When they had a number of bidders, Mr. Rivers, the Department 
of Justice said this sale would not foster competition—Goodrich- 
Gulf would not foster competition. 

But then the next day after receiving Mr. Barnes’ letter, the Com- 
mission established an upset price of $9% million, throwing every other 
bidder out of competition except Goodrich. 

That left the Department of Justice, in having to give you its opin- 
ion, in the position of having to decide whether or not there was more 
or less competition in connection with a plant that was owned by 
Goodrich or a plant that was idle. It came to the conclusion that 
there would not be less competition as a result of it being owned by 
Goodrich than in a standby condition. 

Mr. Rivers. Now you think the disposal of this plant now to the 
prospective purchaser will likewise lessen competition? 

Mr. Yares. In my opinion it will, Mr. Rivers. I think that the 
best thing the Commission did—and I want to compliment the Com- 
mission on this—the best thing the Commission did was in connection 
with the Baytown sale, where they picked a nonintegrated purchaser 
of that particular plant and increased the competition in the industry. 
I{thought that was good. I thought it might have looked for that in 
connection with the Institute plant as well. 

Mr. Rivers. Now I am finished with this question. 

Mr. Yarss. Yes, sir. 
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Mr. Rivers. Do you also feel that the Commission deliberatly 
failed to cooperate with you in trying to get information from the 
Commission? 

Mr. Yates. I would not say that. I would just say that the Com- 
mission just perhaps did not consider my request important enough. 
I wanted it so that I could testify before the committee and talk intel- 
ligently. 

Mr. Rivers. Did they consider you important enough or the 
request important enough? 

Mr. Yates. The request important enough. I am sure they have 
the greatest respect for my office, if not for me, as a Congressman. 
I do not believe that any of the Commissioners have anything against 
me as a result of my testifying as I do before this committee. But I 
would say this, Mr. Rivers, that even if the committee comes to the 
conclusion that this sale should be approved, the fact remains that 
in order to have the benefit of the Commission’s knowledge, the 
Commission’s experience for future sales if future sales there are of 
Government facilities, we should know what they did. 

What did they do in connection with this sale? How did they con- 
sider earnings? Did they set an upset price? What course did their 
negotiations take? The reports that we have do not show that. 
You don’t have that information. 

Mr. Rivers. What do you think this plant should bring? 

Mr. Yates. Beg pardon, sir? 

Mr. Rivers. What do you think this plant should bring? 

Mr. Yares. This plant? 

Mr. Rivers. Yes, sir. 

Mr. Yates. I do not know. I don’t know what its earnings are. 

The CHarrMan. Thank you 

Mr. Rivers. And all these figures have been denied you? 

Mr. Yates. This has been denied you, too, Mr. Rivers. 

As a member of this committee you are supposed to know what 
those figures are. 

The Cuarrman. Mr. Hardy? 

Mr. Harpy. Mr. Chairman, I want to explore this change of 
position by the Attorney General. 

I understand that the Attorney General at one time found that the 
sale to Goodrich-Gulf would substantially lessen competition? 

Mr. Yates. Would not foster competition, in his words, and in the 
langauage of the section 7 of the Clayton Act. 

Mr. Harpy. And in effect would be in violation of the Clayton Act? 

Mr. Yates. That is right. 

Mr. Harpy. Now, then, subsequently because it was stated by 
somebody that the alternative was either to have—sell it to Gulf or 
it would be idle 

Mr. Yares. Yes. 

Mr. Harpy. On that basis the Attorney General changed his 
ruling? 

Mr. Yates. That is correct. It is my interpretation of his testi- 
mony before the Senate committee. 

Mr. Harpy. So that actually the condition is the same as it would 
have been under the previous proposal. 

Goodrich-Gulf would control the same percentage of the total 
production as it would have under the original contemplation that 
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others might buy it. The only question was the question as to whether 
the plant-would be operated or would remain idle. 

Mr. Yates. That is the only question I think that the Attorney 
General considered in connection with his opinion. 

Mr. Harpy. So that in making a reversal of his position, the 
Attorney General in substance makes a finding that the plant is going 
to sit there idle and Congress can’t dispose of it, can’t find another 
buyer, and so consequently we just forget that it is there? 

Mr. Yarsrs. That is right. 

Mr. Harpy. Now, it seems to me that that is a totally specious 
argument to start with. 

Mr. Yates. Mr. Hardy, may I suggest that you ask Mr. Barnes 
about that? 

Mr. Harpy. I hope I get an opportunity to do that. 

Mr. Yates. All right. 

The CuarrMan,. We are going to have Mr. Barnes in a few minutes. 

Mr. Harpy. Now, Mr. Chairman, just one other question. I 
understand that the gentleman is not contending that the price offered 
by Pauley was a proper price? 

Mr. Yates. I don’t know whether it is proper or not, Mr. Hardy. 
Mr. Pauley increased his bid from 2 million to 6% million. 

When the Commission set an upset price of 9% million, there were 
no other bidders in the field except Goodrich. 

Mr. Harpy. But the gentleman is contending that it might be 
justifiable to accept a lower price than the price of Goodrich-Gulf? 

Mr. Yates. That is right. 

Mr. Harpy. For the sake of complying with the other provisions 
in the statute? 

Mr. Yates. That is right. 

Mr. Harpy. And for the sake of fostering competition and assuring 
supply to small business? 

Mr. Yates. That is correct. It seems to me that that is worth 
infinitely more than the $5 million that is concerned. 

Mr. Harpy. I think—Mr. Chainnan, I want to congratulate the 
gentleman on taking that position, in spite of the fact that I would 
hate to see this plant sold at a substantially lesser figure than Goodrich- 
Gulf is willing to pay for it. 

The CHairman. Now members of the committee, if there are no 
further questions 

Mr. Brooks. I wanted to ask you a question. 

Mr. Yarss. Yes, sir? 

The CaarrMan. Thank you, Mr. Yates, it is always a pleasure to 
have you here. 

Mr. Brooks. Now wait, Mr. Chairman—— 

The CuarrmMan. Oh, pardon me. 

Mr. Brooks. I want to ask you this question, Mr. Yates. I better 
speak faster, apparently. 

Mr. Yates. Yes, sir, Mr. Brooks. [{Laughter.] 

The Cuarrman. Take all the time you want. I saw him gathering 
some papers and I thought he was getting ready to leave. 

Mr. Brooks. You relied considerably on facts, figures and opinions 
by the Library of Congress? 

Mr. Yates. I had no others to go on. 
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Mr. Brook. The Library of Congress is a great institution and I 
think it does good work. But after all it is some individualthere in 
the Library of Congress that gave you all those facts, figures, and con- 
clusions. Who was that? 

Mr. Yates. The senior economist over at the Library of Congress. 
I just referred this over—Mr. Jackson was it? I understand it was 
two people. Mr. John Jackson and Dr. W. H. Stevens. 

Mr. Brooks. Are they people with business experience? 

Mr. Yates. They are the head of the Economic Section of the 
Library of Congress, sir. 

Mr. Brooxs. Do you know whether they have any business expe- 
rience or business background, or are they academic? 

Mr. Yates. I would assume that before the Library of Congress 
hired them that they would find that they are qualified. 

Mr. Brooks. As economists, you mean? 

Mr. Yarrs. Well, I don’t—I would assume so, sir. 

Mr. Brooks. I am not passing judgment. 

Mr. Yates. I know you are not being facetious, Mr. Brooks; but 
I just don’t know their background. 

Mr. Brooks. I am not passing judgment, but I think 

Mr. Yairs. Mr. Brooks, you make the very point that I made. 

Mr. Brooks. Yes. 

Mr. Yatzs. If I had the Commission’s data with which to work it 
would have been the best material. It would have been the primary 
source material. But not having that and having been referred to 
their letter to the chairman, I went to the agency, the only agency I 
could think of as being the next best qualified, the Library of Congress, 
and that was the reason I went there. 

Mr. Brooks. I think it is far better that you went to that agency 
perhaps than a more selfish agency. 

Mr. Yates. That is right. 

The CHatrMan. Thank you, Mr. Yates. 

Mr. Yates. Thank you, Mr. Chairman. 

The CHarrmMan. Now the next witness, I think, to have a proper 
hearing, would be the chairman of the Commission, Mr. Pettibone. 

Mr. Pettibone, please come around. 

Mr. Pertrspone. Mr. Chairman, may I have my associates join me? 

The CHatrMAN. Yes; bring your associates around with you. 

Mr. Perrisone. This is General Cook, one of the Commissioners, 
from Memphis, Tenn., Mr. Holland and who is the executive director, 
Mr. Harold Sheehan, our counsel, and Mr. Wainger, who is an 
assistant. 

The CHarRMAN. We welcome you back here. 

Now, Mr. Pettibone, what you have to say outside of what was 
already written in your splendid report in considerable detail? 

I sent a copy of it to every member of the committee some days 
ago with a forwarding letter and told them to read it. I read it witha 
great deal of pleasure. I marked it and remarked it and studied it to 
the best of my mental ability. 

Now we are making a record here and if you will make some state- 
ment that you desire to do in addition to your report, it will be 
welcomed. 

Mr. Pertrspone. Mr. Chairman, we attempted in our report to put 
everybody that we thought was pertinent. 
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The CHarrMAN. Yes, sir. 

Mr. Prerrisone. We come here now to answer questions. 

I have no further statement. 

The CuarrmMan. Do you desire to comment on what Mr. Yates said? 
You heard his statement. Have you any comment in reply to any of 
the objections Mr. Yates raised, particularly with reference to the 
one of accepting a lower price, and have you anything to say in regard 
to his indictment of the Commission and the Congress in approving 
all those sales last year? 

Mr. Pretrrisone. Mr. Chairman, as I listened—I was unhappily 
late. My train was late and I did not hear the first part, although I 
tried to overtake the reading. 

As I understood Mr. Yates, he divided his comments into several 
parts. One has to do with the Institute sale as such. Another sec- 
tion has to do with a review of the sales last year. And still another 
has to do with the general situation of small business under the pro- 
gram as a whole, no matter when it was carried out. 

I could comment briefly on those in order, if you wish. 

The CHarrMAN. Well, go ahead and comment on them, for the 
record. 

Mr. Perrrpone. On the Institute sale. The question of the price 
of nine and a half million that was mentioned. I think if you will 
refer to the text of the report, on page—well, never mind—the page 
where we gave the notice, the facts were these, and they can be very 
simply stated: 

Out of the original 6 bidders, 3 gradually dropped out; that left 
three. The question was how to manage it from there on so there 
would be a fair opportunity for those three to bid against each other. 

So to quite an extent we adopted the procedure we had used in 
the Baytown sale and to some extent in the previous sale of the 
Houston butadiene plant, where we formulated a set of rules under 
which all the bidders would come before the Commission at a certain 
day, each one having signed an agreement to abide by the rules, and 
at that time we would receive from the bidders, all at the same time, 
sealed bids. 

We would open those bids and at that time the Commission would’ 
execute a contract, each bidder for example prior to that time himself 
having signed the contract. 

We did not wish to have any last minute dispute over the terms of 
the contract. So each bidder had signed the contract and we an- 
nounced that as soon as we had determined who was the successful 
bidder we would there in the presence of all parties sign the contract. 

The final date on this institute sale was December 21. 

On the 19th, Monday, we set the date by advance notice to all 
parties of the procedure that would be followed. 

We sent out the formal rules. The bidders came in, and all signed 
the rules except Mr. Pauley, who declined to sign the rules. He 
appeared not in person but by three lawyers and a court reporter, 
and filed a letter setting forth the reasons why he would not sign the 
rules. 

As we understood the situation at that time what he thought we 
should do is have the other bidders put in their bids, we would: open 
them and announce the high bidder, and then he would have an 
opportunity to bid higher. 
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That was not exactly the way we had contemplated the procedure. 

So we announced that we would return the rules signed by the other 
bidders and put everybody in the same position, but that all three 
having been declared eligible to negotiate we would then receive their 
sealed bids. 

Mr. Pauley had at that time signed the contract of sale. 

In connection with the sending out of that notice, we were very 
anxious that the three remaining bidders stay in. So our notice 
carefully states that while the present view of the Commission was 
that we would not recommend a sale below nine and a half million 
dollars, we wished nevertheless to urge each bidder to come in, put 
in his bid, even though the amount was below that figure. 

The reason for that magic number was that that was the then high 
bidder we had. We did not disclose that. Obviously Goodrich-Gulf 
the high bidder, knew it. The other presumably did not. 

We thought it would be fair to the other bidders to let them know 
what the gap was, how far away they were. We had tried for some 
weeks to indicate that in general terms through our negotiator, Mr. 
Holland, but we had not had too much success. 

The pattern of the bidding is shown in the report, the dates when 
the bids were made. And when you start with an initial bid for a 
plant from the 1 bidder of $750,000 and another bid of $9 million, 
under the same conditions, there is a slight problem involved for the 
Commission as to who is right. 

Our purpose then in naming the nine and a half,million was to be 
more than fair to the low bidders. Of course we did not say that we 
would not negotiate with them, nor had we decided what we would 
do if we got a bid from somebody else near that nine and a half million. 

We merely stated, as we had in two other cases, that as they came 
in we would not entertain a bid lower than the previous high bid. 
But by stating the nine and a half million, we thought that would 
be fair notice to everybody who was way below that he had better 
raise his sights. 

So when the three bids were put in, we opened them right there 
and announced the high bidder. And the bid then had gone from 
9% to 11 million. 

In the presence of all the bidders we then executed the contract 
with Goodrich-Gulf. 

So that so far as the negotiations are concerned, I do not feel that 
anyone of the bidders has any complaint but what he was fairly 
treated. He had every opportunity to come in and bid and to 
negotiate. If that covers the question of the $9% million—— 

The CHarrmMan. That is all right. 

Now to help you along—go ahead. 

Mr. Perrisone. I was taking up the Institute sale because in the 
hearings the other day 

The CHarrMan. Go right ahead. I will ask my questions later on. 

Mr. Perrrsone. I thought this was a good opportunity to answer 
how the 9% million came in. 

The CHarrman. All right. 

Mr. Pertisone. I think I have made it clear that that procedure 
we had followed before in Baytown. It was commonly known. We 
had followed a similar procedure with the Houston butadiene plant. 
Each time it was with success. Each time the sale stood. 
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Now as to the Institute plant we have set forth in the report the 
pertinent facts. 

I don’t know that it is necessary to repeat them, beyond saying 
this, that the Commission was so happy to have six bidders come 
in and actually submit bids of any figure where prior to that time 
we had not even had an inquiry that was substantial. : 

We were very happy to have all of them stay in and did everything 
we could to keep all of them in up to the end. I think that covers 
all I can think of as to the Institute plant, unless there are questions. 

The CuarrMaAn. Now, Mr. Pettibone, while the negotiations were 
taking place, under the law 

Mr. Suort. Louder. 

The CHarrMANn. While the negotiation was taking place, under the 
law you constantly consulted the Attorney General? 

Mr. Perripone. Yes, sir. 

The CHarrmMan. Now, in my statement I said this, that— 

I think it should be mentioned at this point that the Attorney General also 
advised the Commission during the negotiation period that a sale of the Institute 
plant to Goodrich-Gulf or to Goodyear Synthetic Rubber Co., another bidder 
would not best foster the development of a free competitive synthetic rubber 
industry since such disposal would add to the substantial position presently 
held by these companies in the field of synthetic rubber. 

Now what was your reaction and what have you to say in regard 
to that statement of the Attorney General? 

Mr. Perrrspone. Well, the effect on us immediately was a bit 
discouraging, unless we could find a way to get some other bidders 
to come up. Because as it then stood, no bid was within range. 
We would not have considered accepting them. 

So we were for a time quite perturbed as to what we would do next. 

However, the same letter said that he was not declaring at that 
point that we should cease negotiations with either one of those 
parties. 

So we just considered, in finally exchanging views—at that time 
the Attorney General did not know the amounts of the bid. We 
had indicated to them that there was a breat disparity, but we gave 
no figures. . 

Subsequently, in desperation we supplied the figures. Because 
until you realize that the same business folks are talking about 
$750,000 and $9% million for something, we were in a bit of a quandary. 

Since his letter said we need not cease negotiations we were then 
quickly projected to the point of coming before you to report no sale 
to anybody, because we would not sell at the lower price, or coming 
forward with a recital of the facts so you would have them all before 
you and put yourselves as nearly as you could in our position and you 
could decide, weighing all of the factors, whether it was desirable to 
approve or disapprove. 

We presented that material to the Attorney General, those figures. 
We gave him our report to review exactly as you have it. You have 
his opinion exactly as he gave it to us. 

So what we did in our report was to attempt to put our best foot 
forward, that we would come out with the answer we had because 
we had no choice. 

We would come before you and recommend the lower sale. Under 
the statute we would have made a report of no sale. 
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That seemed a bit of a heavy responsibility for this Commission to 
take on, considering the industry as a whole, considering the unem- 
ployment situation in West Virginia, considering what was our view 
that this price was certainly full fair value, that it would be a pretty 
big order for us to turn that one down when at the same time we knew 
we would turn down the second bid. 

We thought, thereofore, the best thing for us to do was to tell our 
whole story in a report and show it to the Attorney General. That 
is exactly the report as you have it. 

You also have his response exactly as he gave it to us. 

The CuarrMan. Now it is on our doorsteps to act on it now? 

Mr. Prrrisone. Pardon me, I did not hear you? 

The CuarrMan. It is up to us now to act on it? 

Mr. Perripone. I 

The CuHarrMan. There is one other 

Mr. Perripone. Mr. Chairman, my associates call my attention, 
in the Institute sale, that I omitted reference to the provisions in that 
contract for small business. They are set forth in the report. They 
were by far the largest provisions proposed by any bidder. And when 
it is assumed, as I have heard in the course of the argument, that an 
outsider who had no fabricating plant, was just a newcomer to the 
industry, would not introduce a competitive element, I call to your 
attention that the Commission would have had grave doubt whether 
a newcomer could sell the full output of that plant without selling to 
at least one of the Big Four tire companies, that he could not or 
would not be able to find enough small buyers to take the product. 

So while it seems on the face of it easy to say that a newcomer 
could make it go, it is obvious that the newcomer would have to have 
alot of money. He would have to go and get a market. 

We were not able to see that the prospects would be too good for 
him unless he included in that market one of the big tire companies. 

So that the provision made in this contract is similar to that in all 
the other contracts with respect to the obligation of the buyer to 
take care of small business. 

» But, again, his provisions were so much more liberal in that than 
any other, that that was a factor in his favor. 

The figures are shown in the report. What is the figure? 

General Cook. Repeat them. 

Mr. Perripone. It is about 70 percent, when 3 lines are in 
production. 

General Cook. Yes. 

The CHarrMAN. There is one other statement—I do not find it 
right here. 

Where is it Mr. Blandford, about the commitments, to enforce 
the previous commitments? 

(Mr. Blandford, aside.) 

The CHarrMan. I am somewhat disturbed when I read the record 
that there is some doubt. in the mind of the Attorney General whether 
these previous commitments and open statements that have been 
made were binding and whether it could be enforced. 

Have you any comment to make on that? You know the phase 
I am talking about. 

Mr. Petrrisone. Yes; I have several. 
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The CHarnMAN. Have you any comment to make on that? Because 
I tried to answer it in my way. Nevertheless I am a little bit dis- 
turbed, if the Department of Justice down here says, after a man 
gets on the witness stand here and commits himself and when the 
contract is made he commits himself, he says there is a little doubt 
as to whether or not that commitment is good unless you stay in life. 

Mr. Pertrsone. Mr. Chairman, I have at least three parts of an 
answer to that question. 

Do you wish me to proceed? 

The Cuarrman. I want that answered, for the record. 

Mr. Pertrsone. The first one is when we were invited to come up 
to the Senate hearings, we telephoned each buyer of the plant and 
asked him questions about his experience and what he had been 
doing with respect to the observance of this requirement, and told 
them that the reason would be so that we could report to the gentlemen 
of the Congress what they said. 

I have here a brief statement on that. May I read it? 

The CHarrRMAN. Yes, sir. I want to hear that for the record. 

Mr. Pertrsone. I am sorry, we do not have extra copies. 

This is amounts sold to small business from May—that is when 
they took over the plants—to December 1955. 

We pooled all copolymer plant purchasers in order to get their 
report on what tonnage they have sold to small business since their 
acquisition of the GR-S plants and have heard from all companies 
but one. In sum, all of the plants purchasers who have reported 
and as I said this is all but one—were committed by their contracts 
and by their statements before the House Committee in the hearings 
of last March to make available to small business 106,739 long tons 
of GR-S. 

This of course is on a pro rate basis, that is for two-thirds of a year 
for all of the purchasers except the United Rubber & Chemical Co. 
which owned its plant for only a half year. 

As against commitments totaling 106,739 long tons these com- 
panies report sales to small business of 144,731 long tons. In most 
cases, the reported sales figures were described to us very carefully, 
exclusive of such companies as General Tire, various General Motors 
subsidiaries, and other large companies. 

In a few cases the reported sales include sales to General Tire. 
But in the aggregate, even making allowance for those cases, the 
total sold to small business is clearly in excess of total commitments. 

In every case but one individual company sales exceed individual 
commitments. 

In some cases individual company sales exceed full year commit- 
ments, not only those for two-thirds of a year. The one instance 
where sales to small business are a shade below commitment causes 
us noconcern. The difference is only 712 tons, out of a total commit- 
ment in excess of 10,000 tons. 

The reason as reported to us by that company is that for the first 
3 months of operation it had some difficulty in finding customers. 

However, since then sales to small business have been running at a 
rate ahead of commitment. 

And the company believes that should sales continue at or about 
the present rate its commitment to sell to small business will be more 
than fulfilled by the end of 12 months after purchase. 





5988 


Evidence of the reliability of these figures we have gathered, is 
the fact that there has been brought to the Commission’s attention 
only one instance of a complaint by a small-business enterprise that 
it was not receiving enough synthetic rubber and this complaint we 
are pleased to report was very promptly adjusted between the parties 
to their mutual satisfaction. 

The second part of my comment about smali business is: The 
way this has been approved, it would seem in the discussions as though 
the whole protection of small business arose out of this contract 
provision. 

In the minds of the business folks of this Commission, that is not 
in the same order of importance as the much more smportant factor 
of the way this industry was sold to create a competitive industry. 

The CHarrman. That is right. 

Mr. Perrisone. If we are right that we have set up a competitive 
industry—and we think we are right—then that is the important 
thing. 

The competition will take care of it and the supporting clause 
appears to us to be less important over a long period than a sound 
competitive system. 

I heard a question asked here a moment ago about integration. It 
was contemplated early that some degree of integration would be 
necessary. It was contemplated as the matter was heard before you 
gentlemen when you passed the law. 

Our solution to the integration was not to approach it on the basis 
that we would prohibit any integration. It was instead to set up 
several integrated companies which would compete with each other 
as integrated companies. 

In that we thought was the best protection about integration. Be- 
sides which we could not sell without integration. 

Take the California illustration. 

Mr. Short mentioned that the breakup of those would not have 
produced as much money. That was not our vital problem. Of 
course it was a vital problem to get all we could. But that was the 
only bid we had that was a firm commitment, and the only way that 
bidder would bid was $30 million for the 3 plants—and a million and 
a half to Standard Oil of California made 31—or nothing. 

We believe that if we came to the Congress with a proposal to put 
the four California plants in standby, our report would not get much 
consideration. That is the first contract we signed. 

You will recall that on December 15, 1954, we signed our first 
contract, and the deadline was December 27. All of these contracts 
were signed by 12 days. If you do not think the Commission was in 
a position of seeing which one of us was going to bluff the other one 
out or something—several of the contracts were signed on the last 
day, the 27th. 

We had told people from the first that we would not sign any 
contract until we saw the making of a program. We could not see 
the making of a program unless the California complex was sold. 
That is the reason why the California sale went first. 

So that the second answer: small business. We think we have set 
up a genuine competitive enterprise, and that that is the big pro- 
tection. 
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The third one, as to whether this is the best clause that could be 
drawn: Some folks have said ‘Well this clause is not strong enough. 
You should have made a conditional sale.”’ 

If by that is meant that the buyer takes it subject to the requirement 
that if he breaches the conditions he loses the plant, I assure you we 
would not have found any buyer stupid enough to make a bid, and 
take a plant subject to the condition of forfeiture. 

So what kind of a contract could you make? 

The statute provided some protection. So taking it in the order of, 
first, the competitive system, that is in industry as a whole, our counsel 
drew up this clause, which was as good as we could think of that would 
be accepted by buyers. 

It seemed to us so easy in retrospect. 

Every buyer was represented by at least 1 law firm, several of them 
by4or5. You try to get 27 people to agree to the terms of a contract. 
They have views about how far they would commit themselves in 
writing. And how far do you go if you want to deal? 

You finally have to make some adjustment. So it is up to the 
legal luminaries to say whether the clause is any good. So far as we 
were concerned we saw no better way out. I think that is all I have 
to say on that. 

The Cuarrman. Thank you very much. 

Any questions from the witness? 

(No response.) 

The Cuarrman. Thank you, Mr. Pettibone. 

Again I want to thank you and your Commission for a splendid 
job well done. No Commission in my experience here has done a 
more outstanding job than you and your comparable associates. 

Thank you very much. 

Mr. Pretrtrsong. Thank you. 

The CuarrmMan. Now, members of the committee, just bear with 
us a little bit longer and we will try to wind up this hearing. 

You see, time is of the essence of this matter, because the whole 
thing expires on Friday morning and we have to do something this 
morning. 

Now, Judge Barnes, will you please come around? 

Mr. Barnss. May I have two members of my staff with me? 

The CHarrMaNn. Yes, sir; bring them all around, Judge. 

Mr. Barnes. Only two; my legal assistant, Mr. Robert Bicks, on 
my left, and Mr. Lewis Markus. 

The CHarrman. Now we all read your opinion. It is printed in 
full. We would like to know if you have anything to add to it or 
any light that you want to shed on the opinion as to the reason why 
certain statements were made in there, or anything about it. 

Mr. Barngs. Yes, sir; I would like to make a few remarks. 

The Cuarrman. All right, sir. 

Mr. Barnezs. I think for a proper understanding. 

The CuHarrmMan. Go right ahead. 

Mr. Barnes. The Attorney General’s role in this matter was 
limited by the Disposal Act. 

In the first place he was to advise the Commission during the course 
of the negotiations, and that advice had one standard, not that, I 
regret to state, which was reported in Mr. Yates’ statement as to 
whether or not the sale would foster competition in the rubber industry 
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but tbat the Commission was to secure guidance as to the type of 
disposal program which would best foster the development of a free 
competitive synthetic-rubber industry. 

Now when we talk about what would best foster the development of 
a free competitive industry—and there are 14 plants to be sold—I 
think we can all agree that if there could have been 14 purchasers, 
that would have been the best situation. 

However, 11 purchasers out of 14 seems to us to amount to a pretty 
good accomplishment—not perfect, but approaching the best picture 
in view of the fact that the responsibilities under the act were divided 
between the Commission and the Attorney General. 

For example, we had nothing to say about what was the full fair 
value. We were concerned, first, with this question of advice as to 
the best competitive picture under the facts then given to us; and 
secondly, whether there was a violation of the antitrust laws. 

Now in looking at what constitutes the best competitive picture, 
I think we must keep in mind that the Reconstruction Finance Cor- 
poration, through its Administrator, in its report to the Congress 
on the proposed disposal of the Government-owned rubber plants 
to private industry stated that the most likely purchasers of the 
synthetic rubber facilities would be the rubber, petroleum, and 
chemical companies, then operating them for the Government’s 
account, and points out why that would be true. That information 
was before Congress when it decided to dispose of these properties. 

Furthermore, the Attorney General had to consider the history of 
this act. During the course of the debate there was a proposal made 
by Senator Douglas in the Senate that would prevent the sale of any 
of these plants to the four major oil and tire companies or their 
combinations. 

That proposal was rejected by a rather substantial vote. And there 
was no prohibition put into the act which would prohibit a sale to 
these companies, which the history indicates would probably be the 
successful bidders. 

The question then before the Attorney General was to make the 
best out of the situation, which was not perfect—not 14 purchasers 
but 11. 

Now when the facts were submitted to us, that is when we were 
asked for our advice on the Institute plant—and that refers to our 
original letter—we did not know, as the chairman has just stated, 
anything about the prices involved. 

We pointed out to the Commission that here were two bidders who 
were already in the business, and that if possible it would be advisable 
to secure someone then not in the business, provided that it met with 
the other standards that the Commission was required to pay atten- 
tion to. 

With the competitive pattern in the industry in mind, the Rubber 
Commission advised this Department on October 11, 1955, that the 
bidding period on Institute had expired. 

Within that period the Commission had informed us that purchase 
proposals had been received from 6 companies, 4 of them present 
producers and 2 potential new competitors. 

And then, some 5 weeks later, on November 25, 1955, the Rubber 
Commission advised us that 2 of the bidders, 1 existing producer and 
1 potential new competitor, had withdrawn their bids. 
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It was at that point, on December 12, that we gave them this ad- 
vice, that the sale of the plant to Goodrich-Gulf or to Goodyear 
Synthetic would not best foster the development of a free competitive 
synthetic rubber industry. 

Now that problem did not come again to us, as to what would best 
foster the development of the synthetic rubber industry. But the 
second question that came to us was whether or not the proposed sale 
as recommended by the Commission would or would not violate the 
antitrust laws. 

I can say in perfect frankness to you gentlemen that that was con- 
siderable of a problem to the Attorney General. 

Now let’s analyze it. We have by reason of percentages a situation 
where there was no company which would have more than 19.9 per- 
cent of the anticipated production, that is, including the increase in 
production. 

However, desiring to be on the safe side, we did not take into 
consideration what was proposed. We took into consideration what 
the actual situation was. This would put one company by this sale 
into the top spot as far as the production was concerned, namely, 
some 25.2, percent, I believe, of the total national production of 
synthetic rubber. 

However, if a sale had been made to any other of the three major 
oil-tire companies or their combinations, that likewise would have 
catapulted any one of them into the top position in the industry. 

Mr. Rivers. Right there, could I ask: In view of Douglas’ amend- 
ment having been defeated, the sale to any one of the major Big Four 
would not have, per se, made it a violation of the antitrust laws, 
would it? 

Mr. Barnss. That is exactly what we had to consider. 

Mr. Rivers. Yes? 

Mr. Barnes. Yes, sir. 

Mr. Rivers. I want to get that in the record. 

Mr. Barnes. In other words—— 

Mr. Rivers. I agree with you. 

Mr. Barnes. Congress in its wisdom could say that there should 
be no consideration paid to the antitrust laws. 

Mr. Rivers. Yes. 

Mr. Barnes. With regard to this sale. They did not say that. 
Now what we had to try to do is figure out exactly what their intent 
was, in view of voting down this and in view of the history; and that 
is what we tried to do. 

Now we got to a question of whether or not this violates the Sherman 
Act, and frankly, there was not much of a problem there because 
whichever figure you used, 19.9 or 25.2, neither one of those figures 
approaches that indefinite standard as to what constitutes a monopoly. 

As one very learned judge has said in the Alcoa case, 90 percent 
most certainly should be considered a monopoly ; 66% percent probable; 
3344 percent probably not. 

Now here we have an aggregation of economic concentration 
amounting to at best 25.2 percent, without taking into consideration 
the proposed expansion by these different operators within the 
industry. 

So that the question of violation of the—and I do not want to 
intimate that this is a question of whether or not a violation of the 
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Sherman Act is that simple, but nevertheless, compared to some of 
the other problems, that was a simple decision for the Attorney Gen- 
eral to come to, that this was not a violation of the Sherman Act. 

The Attorney General cited in his opinion letter a couple of cases 
that would substantiate that position. 

Let me get to a far more difficult problem, the question of section 7 
of the Clayton Act. 

Now, there are two standards there. One is the question of whether 
or not there would be a tendency toward monopoly. The second one 
is whether or not the sale may substantially lessen competition. 

Now here we had to face the practical problem that this plant was 
out of operation, whether Goodrich-Gulf increased its production at 
its existing plants or whether it acquired this particular plant. 

In any event, that increased production would, within the industry 
from a production standpoint, not only not tend to substantially 
lessen competition, it would increase competition. 

So from that standard, 1 of the 2 standards under section 7 of the 
Clayton Act, this was a good thing from the standpoint of 
the competitive condition within the industry. 

Then we come to the more difficult problem, and that is the question 
as to whether or not this was not a monopoly as determined under 
the Sherman Act but whether or not this was a tendency toward 
a monopoly. 

Now, again, may it tend toward a monopoly? A very indefinite 
standard. Any acquisition to any degree may tend to create a 
monopoly. 

The Department of Justice was placed in this position: It has 
filed suits where it has maintained that under the circumstances of a 
particular case within a particular industry, with the peculiar market 
that then existed, an acquisition of 2%, 5, or 10 percent may tend 
toward a monopoly. 

Now, a query: What was the situation here? 

As I say, it was a difficult determination to come to, but in view of 
the fact that there was this history of a desire on the part of the 
Government for this sale where we could not pass on many of the fac- 
tors in the act—for example, the Commission advised us that in their 
opinion there was only one bid that they could accept. 

Now we could not go behind that opinion. We might have dis- 
agreed with it, if we had the problem of analysis. We did not have 
that. That was their advice tous. They also advised us that if this 
company not be sold—I withdraw that. That if they could not obtain 
the approval of the Attorney General, this matter could not come 
before the Congress. 

Now in weighing all these matters and considering what was the 
best thing to do, we could have done 1 of 3 things: We could have 
refused approval, and according to the Commission that would have 
meant this matter would not come to Congress, we could have written 
a letter simply saying we approve, which has been done in previous 
acquisitions and which Senator Douglas criticized the Department of 
Justice for because he said, ‘You do not give us any help, you don’t 
point out the matters that entered into your decision’’—in view of the 
whole situation we decided that the most honest thing to do was to 
point out these difficulties, to point out that if this were a private 
transaction, with a plant that was already in production which was 
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going to be acquired by a competitor, that there were antitrust prob- 
ems raised that we would, to quote the Attorney General— 
probably request a Federal court to enjoin consummation pending a determina- 
tion of legality by the court * * * 

Under these circumstances we felt that the thing for us to do, as I 
say, was to frankly state the advantageous situation that existed here, 
the disadvantageous situation, and under those circumstances give 
this limited approval which would put the matter in Congress which 
had originally created the act looking toward the disposition. 

1 Seo ity You classify it as a limited approval? 

You used the word “limited” there, but don’t use that phraseology 
in your opinion. p 

Mr. Barngs. No, sir. 

The CuarrMan. Now, there might be on the floor of the House—— 

Mr. Barnes. There is no question but that on balance the Attorney 
General approves the transaction. % 

The CuarrMan. That is right. 

Mr. Rivers. Let me ask you this 

The CuarrMan. Wait 1 minute. 

Mr. Rivers. I just want to follow up what you had to say. 

The Cuarrman. All right. Have you finished? 

Mr. Barnes. I desire to point out 1 or 2 other things, if I may. 

Mr. Rivers. I just want to ask him this. 

The Cuarrman. All right, go ahead. 

Mr. Rivers. In rendering your opinion, do you see any tendency, 
as that section, I believe, section 7 of the Clayton Act says a tendency 
toward a combination or restraint of trade? 

Mr. Barnes. As I attempted to point out, any acquisition by one 
competitor of another competitor’s business may be a tendency toward 
a monopoly. 

Mr. Rivers. I just wanted to get that clear. 

Mr. Barnes. Even 1 percent or a fraction of 1 percent. It is a 
question of degree. 

Mr. Rivers. I see. 

Mr. Barness. You have to weigh and exercise some judgment as, 
to when the law should step in. That is not a very satisfactory 
method of determining whether you file a lawsuit, but it is a problem 
that we have every day. 

The Cuairman. Now go ahead, Judge, and then Mr. Hardy wants 
to ask you a question. 

Mr. Barnes. I want to emphasize the fact that there has been 
some reference made to the fact that I questioned the ability of the 
Government to enforce this lay-aside for small business. 


The Cuairman. In that connection, permit me to read what you 
said. 





I am nevertheless concerned about the future enforcement of these contractual 
commitments when the Commission ceases to exist. 

Mr. Barnzs. Yes. 

The CuarrMan. Now comment on that. 

Mr. Barnes. The reason for that is that the Commission does 
cease to exist, and the query is who has the—who carries the residual 


right to enforce any of the obligations created by the contract that 
the Commission has made. 
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Now by the act, the President is authorized to designate whatever 
agency he believes should enforce that act. 

Then we get to the practical question of enforcement. 

Now you will note that in the appendix attached to the report, at 
page 41—A, paragraph 2, is contained the obligation of the purchaser 
in this case to make available a sale at fair market prices to s:nal! 
business in enterprises as defined in section 21 (h) of the act in rea- 
sonpably equal monthly quantities the follewing tonnages. 

Now in the first place, I as a lawyer commented before on the fact 
that I was not entirely satisfied with the definition in the act of what 
constituted small-business enterprises. 

Let’s look at section 21 of the act. 

You will see that that is a definition which is open to some ambigu- 
ity. And I mentioned that at the time of the previous sale because as 


a lawyer I would like to tighten up those things if it is possible to 
tighten it up. 


21 (h) reads as follows: 

The term small-business enterprise means an enterprise independently owned 
and operated which is not dominant in its field of operation, due regard being given 
to the number of its employees and dollar volume of business. 

Well, I think that any time—then we get to the second question. 

How is the Government going to enforce these? 

Is it going to sue to have the plant restored to the Government? 

Is it going to sue for specific performance of this obligation to pro- 
vide this amount of long tons per vear? 

I assume it would have to be the latter. And then we get down to a 
question of what constitutes small business. And then we find that 
we go to court on a specific performance suit which requires some rather 
certain terms and we find that this applies only to small-business 
enterprise, an enterprise independently owned and operated, not 
dominant in its field of operation, due regard being given to the 
number of its employees and dollar volume of business. 

When you commented on this I was pointing out some of the prac- 
tical problems. 

I do not lack any belief that the individuals who are presently in 
the Department of Justice will see that this is enforced, or whoever 
else the President may designate as the individual to enforce it. 
And I have no doubt that in view of the statements publicly made 
by the president of the corporation that acquires this plant, that he 
considers this not only a legal but a morally binding obligation upon 
him, and in view of the history of this particular purchaser, in making 
available to small business a greater extent than it was obligated to 
do on the plant that it has already purchased during the past year 
and in view of the fact that this obligation as created by this appendix 
is the largest amount that any purchaser in the history of the rubber 
disposal program has agreed to make available to small business—— 

Mr. SHorr. 70 percent. 

Mr. Barnes. At times 70 percent if it is in a third run, but not 
necessarily 70 percent. 

In view of all those circumstances, I think that small business is 
very well taken care of under the provisions of this act. 

I want to explain that. because I do not want to be misunderstood. 

The Cuarrman. I think you cleared it up every point that was in 
my mind. 
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Mr. Hardy. 

Mr. Harpy. Yes, Mr. Chairman. I am a little bit worried about 
this connotation in the Attorney General’s letter with respect to 
possible violation of the Antitrust Act, or the Clayton Act. 

Now in your letter, you make reference to the fact that if there 
had been a transaction between private parties you would have asked 
the court for an injunction. 

Mr. Barnes. Yes, sir; probably. 

Mr. Harpy. Now that indicates to me, then, that there must be 
a doubt in your mind as to whether ownership of this plant by Good- 
year might actually constitute a violation of the Clayton Act. 

Mr. Barnes. The antitrust laws are not always 100 percent 
consistent. 

Mr. Harpy. I fully appreciate that. But there is a question in 
your mind as to the possibility that the Court might hold that it 
would be a violation. 

Mr. Barnes. I would say, as I attempted to point out previously, 
sir, that in any acquisition there is, if it falls within section 7, a 
question for a court probably or possibly to determine. 

Mr. Harpy. Now the thing I want to avoid, Mr. Chairman, is 
this: The next paragraph points out, in your letter, that you are inter- 
posing-no objection in order to permit the Congress to have final say. 

Do I understand that it is your position that failure of the Congress 
to interpose objection would thus in effect put the stamp of congres- 
sional approval on it as being in conformity or at least not being in 
conflict with the Clayton Act? 

Mr. Barnes. No, sir; the stamp of approval was put upon it by 
the Attorney General when he stated on balance, despite these 
difficulties that do exist, and even an opportunity for a difference of 
opinion, that it was his conclusion that there was no violation of the 
antitrust laws. 

Mr. Harpy. Well, my feeling about this, Mr. Chairman, is simply 
this—and this is the part of it that worries me a little bit. I do not 
consider that the action of the Congress in failing to interpose objec- 
tion constitutes a finding that it is not in violation of the Clayton Act. 

The CuarrmMan. I covered that, may I say, in writing this report—I 
dealt-with that question, and it does not. 

Now Mr. Blandford will you read what we put in the report? 

Mr. Harpy. Well, the inference is in Mr. Barnes’ letter to that 
effect. 

The CHatrMan. No. 

Mr. Rivers. Wait now. I asked Mr. Barnes awhile ago if there 
was a violation and he said not. 

The Cuarrman. Wait 1 minute. Read what I summed up in the 
report on this identical question, so it can’t be used. 

Now read what I said. 

Mr. BLanpForp (reading): 

In the opinion of the Committee on Armed Services the sale by and of itself 
to Goodrich Gulf Chemicals, Inc., will not result in an unreasonable concentration 
of = power nor the creation of a monopolistic position for Goodrich Gulf 
in —S. 

However, in this regard the Committee on Armed Services in disapproving the 
resolution which seeks to prevent the sale to Goodrich Gulf Chemicals, Inc., 


concurs in the opinion expressed by the Attorney General that approval of this 
sale does not constitute any expression concerning the legality of any programs 
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or activities in which the Goodrich Gulf chemical corporation may engage in 
utilization of this property in the future. 

The CuarrMan. That covers it. 

Mr. Harpy. Mr. Chairman, that sounds like it clears up my point. 

The CHArRMAN. Yes. 

Mr. Harpy. But I want to be very sure of that—— 

The CuarrMan. That clears up our position. 

Mr. Harpy. That is the point I want to be sure of. I don’t want 
the chairman to be in the position of making a judicial finding. 
[Chorus of ‘Vote.”’] 

The Cuairman. Wait one minute. Members, you must be orderly 
now. This is very important and as I say, time is on our neck. 

Mr. Doyle? 

Mr. Doy.e. Judge Barnes—— 

Mr. Barnes. Yes, Mr. Doyle. 

Mr. Doyte. Call your attention to the paragraph Mr. Hardy just 
called your attention to, where you said if it was a private transaction 
you probably would request a court injunction before the sale could 
ee consummated. Now that language plus your own voluntary 
statement a minute ago, that under the circumstances you gave a 
limited approval—you will remember using that term. I noticed it. 

Now, then, in the very next paragraph after you called attention of 
the Commission to the fact that if it were a private transaction you 
would call for a court injunction before the sale could be consummated, 
you then said this: 

In order, however, to permit the Congress to have the final determination as the 
law anticipates, I am willing to, and do, approve. 

Now I read that, Judge Barnes, to mean that you did give a very 
limited approval of the question of monopoly in order that Congress 
itself might decide whether or not it wanted to approve the sale or not. 

The CHarrMAN. Well, I think the language that I had the staff fix 
up, and anticipating that we might approve this, covers that point, 
and it does not commit the committee. It puts us in a position that 
we should occupy, somewhat like the Attorney General’s position is, 
with the same factors surrounding it. 

Mr. Doyie. But, Mr. Chairman, may I make this observation, 
because I am in a quandary on how to vote this resolution. 

From my 30 years of private law practice, I cannot but construe 
that this is a limited approval, just as the Deputy Attorney General 
volunteered a minute ago in the use of his term “‘limited.”’ 

Mr. Barnes. Mr. Chairman, may I be heard on that? I don’t 
want to equivocate here. Perhaps the word “limited” is not the 
best term that I should use. Perhaps I should indicate that this 
opinion is—and I think the Attorney General has to give an opinion 
that is either an opinion or is not an opinion. He has stated that it 
does comply with the antitrust laws. 

Now, it is a close question on one phase of section 7, as to whether 
or not that opinion should be given. It is not a close question on the 
second phase of section 7 nor on the Sherman Anti-Trust Act. I 
think that more accurately describes it. 

The Cuarrman. I think that answers that. 

Now members of the committee, if there are no further questions 
we will thank the distinguished jurist for testifying this morning. 
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We do appreciate your comments on your statement. 

Now, Mr. Byrd, Congressman Byrd. Won’t you in the interest 
of time file your statement, as you are the author of the law that 
brought about this sale? Because time is very important. I want 
you to put it in. 

Mr. Byrp. Mr. Chairman, I think the case has been adequately 
covered, and in the interest of time | am perfectly willing to submit 
my statement to the record. And I ask your permission and the 
permission of your distinguished committee that my statement be 
included in the record and that also a statement by each member of 
the West Virginia delegation be included in the record, and that a 
statement by the Governor of West Virginia be included in the record, 
and that a resolution passed by the West Virginia Legislature me- 
morializing the Congress to approve the sale of this plant be included 
in the record, and that a statement by Mr. Charles E. Hodges of 
Charleston, W. Va., be included in the record. 

The CuatrmMan. Without objection. 

Mr. Rivers. Mr. Chairman 

The CHarrRMAN. Just a minute. He is making a request. With- 
out objection, all of those statements will be included in the record. 

(The statements are as follows:) 





STATEMENT BY RosBert C. Byrp, MempBper or Conaress, Srxtu District or 
West ViIRGINIA 


PLANCOR 980, INSTITUTE, W. VA., PROFIT OR LOSS? 


Mr. Chairman, I am Representative Robert C. Byrd, Sixth District, West 
Virginia, and I appear before your distinguished committee today to speak in 
opposition to House Resolution 396. 

I am the author of the bill which passed the Congress last year providing for 
the disposal and sale of fhe Institute rubber producing facility at Institute, West 
Virginia. 

Subsequent to passage of the bill, the Rubber Producing Facilities Disposal 
Commission proceeded to accept bids and negotiated a contract of sale with 
Goodrich-Gulf Chemicals, Inc. Unless Congress passes a resolution this week 
to disapprove the sale, Goodrich-Gulf will become the owner of the Institute 
facility. 

House Resolution 396 would disapprove this sale, and I am speaking today in. 
opposition to the resolution. 

I do not intend to unduly consume the committee’s valuable time, Mr. Chair- 
man, but there are a few salient facts to which I might refer in an effort to assist 
the committee, and I shall try to do this as briefly as possible. 

1. The bid submitted by Goodrich-Gulf was, in the words of the Commission, 
the only bid representing full fair value. On the accompanying chart, it is com- 
pared with other bids received. 

You will note that the next highest proposal was $5.8 million. Sale of the 
plant at the $5.8 million figure would not have represented full fair value for the 
plant, and such sale would actually have constituted a Government subsidy to a 
private producer and would have given the purchaser an unwarranted competitive 
advantaze over other producers. 

2. I have heard it said by some people who oppose this sale that it would con- 
tribute to the creation of a monopoly. This is untrue and, although the At- 
torney General said in his statement of findinzs that the sale of Institute to 
Goodrich-Gulf would result in that company’s having 25.2 percent of the total 
GR-S capacity, he proceeded to add that this figure takes no account of planned 
expansions of plants by other competitors. 

The 25.2 percent figure would have been a correct statement as of April 29, 
1955, and includes the total cavacity of the 3 production lines at Institute. 
There are two things that we must remember, however: 

(a) Publicly announced plans for expansion have already increased and 
will continue to increase the capacities of other plants; 
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(6) If the Institute sale is finalized only 1 of the 3 production lines 
will be able to operate immediately, because butadiene, the principal raw 
material in synthetic rubber, will not be available in sufficient supply to 
operate the remaining 2 lines until about 1958. 

Therefore, in order to determine the productive capacity of Goodrich-Gulf as 
compared with other companies, one must really project the picture to such a 
future time as will allow for expansions of other facilities and for operation of all 
three units at Institute. 

If we do this, we will find that while Institute is approaching its optimum pro- 
duction, the capacities of existing plants will be increasing so as to lower the ratio 
of Goodrich-Gulf’s production to about one-fifth of the total production, or, on 
the basis of Commission figures, to about 19.9 percent. 

This is amply portrayed in the chart which I have prepared, Mr. Chairman, 
and in which you will see the relative capacities of the various rubber-producing 
companies. The chart clearly indicates that, after all expansions have been con- 
summated by other companies and when all 3 production lines at Institute 
will have begun operating, Goodrich-Gulf will possess not more than 19.9 percent 
of GR-S capacity, which is only 2.5 percent above Firestone at 17.4 percent. 

May I say, parenthetically, that Shell has announced that its capacity will be 
‘“‘materially increased”’ but has assigned no figures to the expansion. Therefore, 
no expansion could be reflected in the table, and the effect of such expansion would 
naturally be to reduce all other percentages. 

As I said a moment ago, ultimate operating conditions will give Goodrich-Gulf 
19.9 percent of GR-S capacity, which is 2.5 percent above Firestone at 17.4 per- 
cent. Goodrich-Gulf’s position will not differ appreciably from the 18.8 percent 
of capacity held by Firestone at the time of the first disposal, which was not con- 
sidered by the Commission, the Congress, or the Attorney General to be a con- 
centation so large as to be fatal to Firestone’s purchase at that time. The spread 
upon that occasion between Firestone and Goodyear, the second highest, was 
2.2 percent. 

3. Mr. Chairman, Goodrich-Gulf has agreed to make available to small business 
firms at fair market prices 50 percent of the production of the first line at Institute, 
and 67 percent of the total production when all three lines are operating. 

There has been some question as to performance on such commitments, and I 
have prepared a chart which best illustrates such performance. You will note 
that, at the time of the first disposal, total overall annual commitments made by 
purchasers of the various plants amounted to 106,739 long tons. 

Operation of the plants began in May 1955, and the sales here represented 
were, of course, computed on a ~~ rata basis. Annual sales, therefore, computed 
at the rate of sales made from May through December. The record of perform- 
ance, then, seems to be exemplary. The Goodrich-Gulf Co. considers its com- 
mitments to be legally binding, I am told, and so do the other companies. It is 
my understanding that the Attorney General’s Office takes the same position. 

4. Mr. Chairman, the Congress of the United States nearly a year ago decided 
that the synthetic rubber industry should revert to private enterprise. Even if 
the Institute sale is disapproved, it could not possibly change the concept or 
pattern of synthetic rubber manufacture today. Goodrich-Gulf would merely 
take immediate action to expand its plant at Port Neches. 

To disapprove this sale, however, would mean that the Institute facility would 
continue to be a closed plant costing the taxpayers of the United States $240,000 
annually to maintain in standby. The opportunity for sale of the plant at a price 
of $11 million would be gone forever. 

On the other hand, sale of the plant to Goodrich-Gulf will mean the employ- 
ment of around 300 men immediately, and the ultimate employment of approxi- 
mately 700. This would mean increased purchasing power in a highly distressed 
area the economy of which has been seriously affected by declining coal production. 

No longer would the Government lose $240,000 each year in standby costs; 
the Government would be collecting 52 percent of the profits of a corporation in 
taxes. 

The addition of this industry to the area would have the effect of encouraging 
and attracting other industries, all of which would mean increased revenues for 
local, State, and Federal Governments; increased employment; and a more stable 
economy. 

5. Finally, Mr. Chairman, reactivation of the Institute facility will be in the 
interest of national security. From the military point of view and in keeping 
with the policy of dispersal of vital industry, it is important that this facility, 
which is located a great distance from the synthetic rubber plants concentrated 
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in the gulf coast area, be sold to an experienced, capable operator so that it may 
be modernized and its capacity made available to the rubber-consuming public. 
I am grateful, Mr. Chairman, for the opportunity to be heard on this important 


matter, and I hope that your great committee will not look with favor upon House 
Resolution 396. 


STATEMENT OF Hon. ELizABETH KEE, oF WEST VIRGINIA 


Mr. Chairman and other distinguished members of the Armed Services Com- 
mittee of the House of Representatives: It is my understanding that through 
competitive bics the Rubber Producing Facilities Disposal Commission has 
negotiated a contract with private industry, the Goodrich-Gulf Chemicals, Inc., 
for the sale of the Government’s only remaining synthetic-rubber plant at 
Institute, W. Va. 

Since the original cost of this facility to the Government in 1943 was 
$18,439,000—so I am advised—and with depreciation charges reducing the 
present book value to an estimated $5 million to $6 million, it appears to me that 
the best interest of the Government would be served by accepting the $11 million, 
which was the highest bid, and restoring this idle plant to constructive production. 

Institute, W. Va., is in Kanawha County, which is in the center of considerable 
surplus labor. Our leacing citizens have been working day and night trying to 
interest industry in locating in West Virginia in order to provide jobs for our large 
number of unemployed. The best interest of West Virginia would be served by 
the sale of this iele plant to private industry, which, in turn, would provide 
approximately 700 urgently needed jobs. 

herefore, Mr. Chairman, I urge that House Resolution 396 be defeated so 
that the sale of the Institute plant will become final. 


STaTEMENT OF Hon. M. G. Burnsipe, Fourtn District oF West VIRGINIA 


Mr. Chairman and members of the committee, I am M. G. Burnside, represent- 
ing in Congress the Fourth Congressional District of West Virginia. I am pleased 
that you have given me this opportunity to appear here this morning and I thank 
you for extending that courtesy to me. 

I had the pleasure of appearing only last week before the Senate Banking and 
Currency Committee which was also holding hearings on the question of whether 
this Congress should permit the sale of the Government-owned rubber producing 
facility at Institute, W. Va., to Goodrich-Gulf Chemicals, Inc. 

My purpose in appearing before the Senate committee was to urge that com- 
mittee to permit the sale of the Institute plant to be consummated despite Senate 
Resolution 197, which was introduced to oppose the sale. 

My purpose this morning is the same. I want to urge this committee as , 
strongly as I can to take no action which will rescind or unduly delay the sale of 
this plant. On the contrary, I earnestly request that you do everything you can 
to assure the completion of the sale and the return of the plant to production at the 
earliest possible moment. 

The reason for my interest in this matter and reasons for my feeling of urgency 
regarding it may be simply stated and I' shall not unduly occupy the time of this 
committee in elaborating upon it. 

First of all, we are constantly informed by the press that the economy of this 
Nation is at a high level. Prosperity is all around us, we are told. I want to 
point out to this committee, however, that regardless of what economic conditions 
may be throughout the Nation as a whole, this plant is located on the edge of an 
area in my district which is still suffering from severe unemployment. 

According to figures which I had especially prepared by the Department of 
Labor only a few weeks ago, both Lincoln and Putnam Counties in my district 
are in labor markets which are listed as substantial labor surplus areas. 

The Institute plant is very near the border of Putnam County. Although the 
plant is located in the Sixth Congressional District, represented by my esteemed 
colleague the Honorable Robert oi Byrd, many of its employees will come, if the 
plant is opened, from Putnam County and a number of other workers in Lincoln 
County might seek employment there. 

It is important for this Nation, I believe, in the interests of its own self-protec- 
tion, to maintain, if at all possible, a well-rounded and diversified economy in 
which prosperity will be enjoyed in equal measure by all branches of industry 
and by all geographical areas. 
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We are, I believe, decieving ourselves, if we assume that prosperous conditions 
in pny, of business activities or industrial centers means overall economic 
well-being. 

It is from the weak spots that trouble inevitably comes. Here, there is an 
opportunity to restore a measure of employment to a troubled area. If this com- 
mittee and the Congress see fit to approve this sale, not only will the result prove 
beneficial to the locality involved, but will, in a degree, which is not insignificant, 
help our entire economy. 

Now I know that it has been suggested that there is a problem here involving 
unwarranted control of the rubber industry. I want to call to the attention of 
this committee the fact that only about 1 percentage point is really involved in 
this discussion, for that is the difference between Goodrich-Gulf’s current percent- 
age of total production, including Institute, and the percentage of another com- 
pany which was permitted to purchase at the time of the first disposal. 

I realize, of course, the necessity for this committee and for the Congress to 
consider carefully and cautiously such matters, but, to me, the economic advan- 
tages accompanying culmination of this sale far exceed any suggested risk of 
domination. 

I therefore ask that this committee approve the sale of the Institute facility 
to the purchaser selected in accordance with law by the Rubber Producing 
Facilities Disposal Commission. 





ConeGREss OF THE UNITED SraTEs, 
February 6, 1956. 
Hon. Cart VINSON, 
Chairman, Armed Services Committee, 
House Office Building, Washington, D. C. 


My Dear Mr. CHarrRMAN: Due to serious illness of my mother, I regret that I 
cannot be present for the meeting of the Armed Services Committee on Tuesday 
morning, February 7. 

However, I would like to make known to you my sincere hope that the com- 
mittee will take action favorable to the sale of the Government's synth etic-rubber 
plant at Institute, W. Va., to the Goodrich-Gulf Chemical Corp. 

This sale, when consummated, will provide needed employment immediately 
for several hundred persons. The plant is located in a surplus labor area and 
its reopening will bring urgently needed relief to the employment situation. 

I am aware of the objections which have been raised to this sale to Goodrich- 
Gulf. I have studied the contentions that the proposed sale would not encourage 
full free competition in the industry. In this connection, I would like to make 
the following observations: 

1. Synthetic rubber is now in short supply and the added production of the 
Institute plant will materially alleviate this situation. 

2. If the plant is not sold to Goodrich-Gulf, the company will expand its present 
facilities and its competitive position in the industry will be the same as if the 
Institute plant had been acquired. 

3. Goodrich-Gulf has made the largest commitment of production to small 
businesses of all bidders. 

4. Goodrich-Gulf will be in no more a dominant position in the industry with 
the Institute plant than was Firestone when the other Government rubber plants 
were sold. 

In light of these considerations, I can see no persuasive objections to the sale 
and urge its approval. 

With kindest personal regards, I am, 

Sincerely yours, 
Rosert T, Mouiuowan, 


STATEMENT BY SENATOR Haruey M, KiLGore, or THE STATE OF WeEsT VIRGINIA 


Mr. Chairman, I wish to express opposition to H. R. 396, disapproving sale by 
the Government of the synthetic-rubber plant at Institute, W. Va., to Goodrich- 
Gulf Chemicals, Inc., one of the leading companies in the industry. 

This proposal has been investigated at great length by every group concerned, 
and I am firmly convinced that the consummation of this sale is in the best inter- 
ests of the Nation. It should go forward immediately. 

The proposal has been investigated at great length by every group concerned, 
and there has been no disapproval of agreement on the consummation of the sale. 




















6001 


Every hour of delay impedes the progress of the synthetic rubber industry, so 
essential both to our national defense and our peacetime economy, and at the 
same time perpetuates the unemploynient of hundreds of workers in the area who 
are impatiently waiting to go back to work. 

The Rubber Producing Facilities Disposal Commission has recommended the 
sale as proposed. The Department of Justice is of the opinion that Congress has 
the responsibility for making the decision. The Senate Banking and Currency 
Committee has disapproved Senate Resolution 197, which resolution would have 
disapproved the sale. 

It may be instructive to review for the benefit of members of the committee the 
background of the case. Under an amendment I had the privilege of introducing 
last year, the Commission was ordered to keep certain criteria in mind in ruling 
on the sale of the plant. 

Most critical was the protection of national security. It is clearly in the 
national interest for this plant to be operated by a major company like Goodrich- 
Gulf, with a clavse requiring its maintenance for 10 years. 

Another criterion was the rightful protection of small business. The company 
has made a commitment to set aside for small business use some 81,000 out of 
122,000 long tons, the largest commitment made by any of the bidders. 

In addition, the Commission decided that the $11 million bid constituted full 
fair value for the plant. The second highest bid was $5,800,000, which the Com- 
mission denied was fair value. 

Finally, there was the effect of the sale on a free competitive synthetic rubber 
industry. Under the law, the Attorney General was required to rule on this 
aspect of the proposal. Although the Attorney General questioned whether it 
would have an anticompetitive effect, his position is clearly that it is in the pur- 
view of Congress to make the final decision. 

The head of the Antitrust Division, Assistant Attorney General Stanley N. 
Barnes, went even further when he testified on February 1 before the Banking 
and Currency Committee. 

When asked by the Chairman, the Senator from Arkansas—and I quote— 
“You do recommend that the Congress approve the sale?’”’ Mr. Banres replied— 
again I quote—‘‘That is correct.” 

Mr. Chairman, in view of the unanimity of opinion on the desirability and 
legality of the proposal, I again call the attention of the Senate to the necessity 
for approval by this body. 

I am convinced this sale will not foster monopoly. I have fought monopoly 
all my life, and I will continue to do so. Sale of this plant to Goodrich-Gulf will 
mean no increase in monopoly. The Institute plant will give the company 19.9 
percent of production in the industry. Other plants were approved with 18.8 
percent of production. The difference is negligible. 

Mr. Chairman, the need is urgent. Every day that the plant is idle deprives 
skilled and unskilled workers in my State of the chance to go back to work and 
support themselves. They do not want relief. They want work. 

At present, I am sorry to say, West Virginia has one of the most critical 
unemployment problems in the Nation. There are still more than 100,000 
persons in my State living on food given them by the Government. 

Some of these people can be put back on their feet if jobs are provided by the 
opening of the plant. This is not a partisan matter. There has rarely been such 
unanimity. All of West Virginia favors this proposal, regardless of party or 
organization, from the State legislature, the chamber of commerce, organized 
labor, on down. 

Mr. Chairman, with all the force at my command, I strongly urge the Senate 
to take favorable action on this proposal immediately. 





CHARLESTON, W. Va., February 7, 1956. 
Hon. Caru VINSON, 
Chairman, House Armed Services Committee, 
House Office Building, Washington, D, C. 


As Governor of West Virginia I respectfully request your committee to reject 
the pending resolution which would disapprove the sale of the Institute Synthetic 
Rubber Facility. This plant has been in standby for 6% years out of the last 
9 years. It is the only one of the Government’s general-purpose synthetic plants 
not yet disposed of and the only one which was shut down by the Government 
after the Korean war. For 2 years West Virginia has been a class 4B area, 
Classified by Department of Labor meaning area of maximum unemployment, 
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This sale of Institute is the best the disposal Commission has yet negotiated for 
any of the copolymer plants the high bid being nearly double that of the second 
bidder. Here is an opportunity for the Government to assist a depressed employ- 
ment area by a sale which recovers more than 200 percent of the Government’s 
own net book value of the plant and more than 60 percent of its original invest- 
ment, The successful bidder offers by far the best guaranty to the free market 
so essential to small fabricators by allocating 67 percent of his overall production 
to this free market if the demand is there. Statement that sale would tend 
toward monopoly and be detrimental to competitive health of industry are com- 
pletely repudiated by facts certificated to the Congress by report of the disposal 
Commission now in your hands. You are respectfully referred to this report, 
respectfully, but emphatically urge defeat of disapproval resolution. Any other 
course discriminates against West Virginia in favor of all other States that have 
benefited by having these plaats within their borders sold to private operation. 


Witiiam G, MARLAN, 
Governor, State of West Virginia. 


SENATE CONCURRENT RESOLUTION No. 6 
By Mr. Amos 


Whereas there is now pending before the Banking and Currency Committee of 
the Senate of the United States a resolution to disapprove the negotiated contract 
for the sale to private ownership of the Federal Government’s synthetic rubber 
facility at Institute, W. Va.; and 

Whereas the report to Congress of the Synthetic Rubber Facilities Disposal 
Commission shows the pending sale to return to the Government by far its most 
favorable recovery, on the basis of net book value, of all of the copolymer plant 
sales; and 

Whereas the Disposal Commission’s report further shows clearly and conclusively 
that the pending sale contract fully meets the requirements of the Disposal Act 
with respect to— 

1. Procurement of fair value price; 

2. Market protection for small business; 

3. Protection of competitive health or rubber industry; 

4. Protection of public against any monopolistic trend, and 

Whereas acceptance by Congress of this sale will provide immediate activation 
of this large facility which has been idle all but 2% years since 1947, thus giving 
lucrative employment to hundreds of persons with prospect of steady work at 
substantial wages by private employers; and 

Whereas the entire State of West Virginia, by the United States Department 
of Labor classification, has been for the past 2 years a class IV—B labor area 
(meaning highest level of unemployment) and the pending sale would alleviate 
this condition; and 

Whereas the terms of the pending Institute sale contract are equal or superior 
to those upon which each of the other 12 copolymer plants have been sold to 
private ownership during the past year, and there appears to be no just reason 
why the pending Institute sale as the last one should be measured by any other 
standards than those which have governed the preceding copolymer plant sales; 
and 

Whereas the rejection of the Institute sale contract apparently could have no 
other result than to deprive West Virginia of a great industrial operation in a 
facility ready for use, since the willing purchaser could provide himself with the 
same facilities elsewhere, without limitation as to size other than the limitation 
he places on his own investment risk: Now, therefore, be it 

Resolved by the Senate (the House of Delegates concurring therein), That the 
Legislature of West Virginia, in regular session assembled, does hereby respect- 
fully and earnestly memorialize and petition the Banking and Currency Com- 
mittee of the Senate of the United States to reject the disapproval resolution on 
the sale of the Institute plant, now pending before it; and further 

That, should such a resolution be reported to the Congress, that the Members 
of Congress be hereby respectfully and earnestly memorialized and petitioned to 
reject the same; and further 

That copies of this resolution be forwarded to the Vice President of the United 
States and the Speaker of the House, to all members of the Senate Banking and 
Currency Committee, to all West Virginia Members of the Congress and, should 
any disapproval resolution reach ‘the floors of Congress, to all Members of the 
House and Senate thereof. 




















6003 


STATEMENT OF CHARLES E. HopGes WiTH REFERENCE TO THE PENDING SALE 
OF THE GOVERNMENT'S SYNTHETIC RUBBER FaciLity at INstiTuTE, W. Va. 


Mr. Chairman and gentlemen of the committee, my name is Charles E. Hodges. 
I am the managing executive of the Charleston, W. Va., Chamber of Commerce, 
an organization composed of more than 650 commercial, industrial, financial, and 
professional organizations and firms in the Charleston area of the great Kanawha 
River Valley. 

The Government’s synthetic rubber facility at Institute is a substantial part of 
the industrial resources of our area. Hence, our direct and vital interest in its 
pending sale with the certain and immediate reactivation of this great facility 
under private ownership. 

So, on behalf of the organization I have the responsibility to represent, I wish 
to thank you and your associates for this opportunity to be heard. 

Not the slightest complaint has been raised about the financial quality of this 

roposed sale. In fact no such objection is possible. It is the best deal which the 
isposal Commission has negotiated for the Government in selling any of the 
13 ERS copolymer plants. 

Institute is the last of these 13 plants to be sold. The sale price of $11 million 
is 222 percent of the net (depreciated) value of the plant as fixed by the Govern- 
ment itself on its own books. It is better than a 60 percent recovery of the gross 
original investment made 14 years ago. 

These percentages compare with an average of 142 percent of net value and 
50 percent of original value for the 12 other copolymer plants already sold to 
private owners. 

This superior sale price for Institute stems largely from a much stronger, 
worldwide demand for rubber now than prevailed during 1954 when bidding and 
negotiated sale contracts for 11 of the 13 plants were completed. 

The price which the Government has been offered by the highest bidder for 
Institute is $5.2 million above the second bidder and $8.3 million above the third. 
There were only three bidders left at the bidding finish on December 21. Three 
others had dropped out. 

This explains why the Disposal Commission, in its report to the Congress on the 
Institute sale under date of January 12, 1956, declares unqualifiedly that the 
high bid is the only one it could possibly recommend as meeting the required 
statutory criterion of ‘full, fair value.” 

It explains why the Chairman of the Commission, testifying before the Senate 
Banking and Currency Committee February 1, frankly conceded that the offer 
was better than the Commission had anticipated. 

In addition to the fine investment recovery for the Government represented 
by the sale price, the high bidder for the Institute facility has contracted to 
make available in the open market for the benefit of small business no less than 67 
percent of its overall rubber production at Institute. 

The Disposal Commission declares to Congress that this is ‘“‘by far’ the greatest. . 
degree of support for the free market which has been contracted by any purchaser 
of a facility. 

Protection of small business is a criterion which the Disposal Act prescribes, 
and one about which Congress is properly concerned. Institute sale meets this 
in an outstanding manner. 

What then is the basis of the objections raised by those who now ask dis- 
approval? 

One year ago, the Government sold 12 of these GR-S copolymer plants, 11 of 
them at one time, so to speak. That is, these 11 were covered by 1 report from 
the Commission and in 1 letter and 1 finding of facts by the Attorney General. 

With respect to these sales 1 year ago the Attorney General in his letter to 
the Disposal Commission declared that he did not, “‘view the proposed dispositions 
as being a violation of the antitrust laws.”’ 

In his findings at that time, the Attorney General further reported to Congress 
that ‘the pattern of plant disposal * * * provides adequate assurance * * * 
that small independent rubber fabricators will have adequate supplies of GR-S.”’ 

The Attorney General further said then that “in my opinion the proposed sales 
of the copolymer plants (that is, these 11 that were sold a year ago) will best 
foster the development of a free competitive synthetic rubber industry, as required 
by section 3 (c) of the act, and accordingly hereby approved.” 

At the time these plants were disposed of, 1 company acquired 18.8 percent 
of the combined producing capacity of these plants. Yet the Attorney General 
raised no objections or doubts whatever. He said this would ‘“‘best foster de- 
velopment of a free competitive rubber industry.” 
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But on the sale of the Institute plant, the Attorney General plays a somewhat 
different tune. He goes out of his way to create some aura of dou bt as to whether 
this transaction trespasses upon section 7 of the Clayton Act. 

One year ago, the Attorney General approved unqualifiedly the sale of 12 
plants, one company getting 18.8 percent of total production. 

But he now approves the Institute sale only “for submission to Congress.” 
That’s as far as he’s willing to go. 

One year ago, he was not alarmed by 1 company obtaining 18.8 percent of total 
producing capacity. And rightly so, we think. Now he sees a possible trend 
toward monopoly in 1 company having 19.9 percent. So he submits the matter 
to Congress for decision. 

Actually and realistically, the Institute plant will not represent 19.9 percent 
of total national production until possibly 12 months or more from now since there 
4 wee in propsect only sufficient butadiene to operate 1 line (one-third of 
the plant). 

At this time the sale probably would mean actually a much lower percentage 
than the 18.8 percent approved by the Attorney General without his reservation 
1 year ago. And when the facility is finally ready for capacity production some 
months hence, Goodrich-Gulf will probably have less than 19.9 percent of total 
national facilities by reason of known contemplated expansions on the part of 
other producers. 

One year ago, there were 10 separate and competitive companies in the sale 
of 12 plants. The Attorney General then saw no menace to competitive health 
within the industry in that fact. And rightly so, we think. 

But the Institute sale, which would merely change that ration from 10 out 
of 12 to 10 competitive companies owning 13 producing facilities causes the 
Attorney General to have some qualms about competitive health. He raises 
section 7 of the Clayton Act, admits his inability to tell whether competitive 
health is menaced, and makes another lateral pass to Congress, leaving Congress 
with only his own professed uncertainty. 

On these thin distinctions which the Attorney General unfortunately has seen 
fit to make between the maximum production allocation he approved 1 year 
ago and that which will result from the Institute sale to Goodrich-Gulf (which 
he approves only for submission to Congress), and on the 10 separate and com- 
petitive ownerships out of 12 plants sold which he approved 1 year ago in con- 
trast to his present uncertainty should that ratio now become 10 out of 13— 
upon these distinctions, Mr. Chairman and gentlemen of the committee, are 
based the entire arguments of those who seek disapproval of this outstanding sale. 

There is nothing else for them to argue, so overwhelming are the advantages 
to the Government and to the public from this sale. 

We respectfully submit that for Congress to give serious weight to such thin 
slices of difference would be nothing less than a discriminatory attitude against 
the Institute sale and the people of West Virginia who are in the orbit of immediate 
benefits from its operation. 

In conclusion, Mr. Chairman, let me emphasize the tremendous importance of 
this sale to the people of the Charleston area specifically and to West Virginia as 
a whole. 

Due principally to a decline in the bituminous coal market after the cessation 
of Korean hostilities, and to a high rate of mechanization in coal production 
West Virginia has found itself with a substantial unemployment sufficient for it 
to be rated a class 4-B area by the Department of Labor meaning more than 6 
percent of its labor force unemployed and not likely to be employed within the 
ensuing 3or4months. Thisis the basis upon which these labor area classifications 
are made. 

The coal industry has recovered sharply in production tonnage. It is probably 
healthier than it ever was. But coal production employment will not fully re- 
cover due to the mechanization referred to above. Our State remains a class 
4—B labor area. 

The Institute copolymer plant is the only synthetic-rubber facility located in a 
class 4—B labor area. 

It is the only one in which production was completely suspended by the Govern- 
ment at the end of the Korean war. All other GR-S facilities were kept operating 
in whole or in part. 

The Institute plant, since 1947, has been inoperative and in standby for 6% 
out of the 9 years. 

From these facts, the gentlemen of this committee can appreciate the tre- 
mendous solicitude which we West Virginians have about the earliest possible 
reactivation of this great manufacturing facility. 
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Two years ago when all of these 13 copolymer plants were put to bid, Institute 
was the only facility, not only of the 13 copolymer plants, but of all 27 synthetic 
rubber facilities which the Government owned, including butadiene, styrene, and 
butyl rubber units, for which not 1 offer or inquiry was received. 

Now that the world market has become so favorable, here is this magnificent 
chance to sell the plant at a tremendous advantage, financially and every other 
way, to the Government, and to the benefiting public. 

Most of all, Mr. Chairman and members of the committee, here is the very type 
of opportunity that Congress should be looking for—the opportunity to help a 
class 4—B labor area of maximum unemployment by reactivating a great industrial 
facility that will, when operating at capacity, provide employment for approxi- 
mately 700 people. 

Even more than this is the psychological benefit to our State of putting into 
private enterprise production such a magnificent facility that has been so long idle. 

Finally, the successful bidder will be required (and its officials have so stated 
publicly) to spend at least $6 million, over and above the purchase price of $11 
million, to modernize this plant so as to establish its full competitive efficiency. 
These expenditures will mean substantial employment of many people in our area. 

Every aspect of this sale meets requirements of the disposal act including: 

(a) ‘Full fair value’”’ recovery by the Government of its investment (best 
of all GR-S copolymer plants on net value) ; 

(b) Protection of small business (best by far yet received) ; 

(c) Absence of any monopolistic trend or menace to the competitive health 
of the rubber industry; and, 

(d) Tremendous benefit, economically, to an area classified as one of maxi- 
mum unemployment which Government policy specifically aims to assist. 

Under these circumstances, Mr. Chairman and Gentlemen of the committee, 
it is almost incredible to us that any Members of this Congress would give serious 
consideration to any attempt to interfere with this advantageous sale of the 
Government’s last copolymer synthetic rubber producing facility. 


The CHarrMan. And let the record show that Judge Bailey, of 
West Virginia, and other Members—I can’t see so well—are here this 
morning. 

Mr. Rivers. 

Mr. Rivers. Now, is this a distressed area, economically speaking? 

Mr. Battey. I will say to the gentleman of South Carolina that it 
is a distressed area. 

Mr. Rivers. Thank you. 

The CuarrmMan. Now, members of the committee, we have one more 
witness and then that will finish us. 

I have only three questions to ask the purchasers of the plant. 

Who is here representing 

Mr. Buanprorp. Mr. Burt. 

The CHarrMAN. Mr. who? 

Mr. Buanprorp. Mr. Burt, B-u-r-t. 

The CuarrmMan. Mr. Burt, I just wanted to ask you these questions 
that I asked these others. 

Do you have a prepared statement? 

_ Mr. Burr. I have a prepared statement, which I would like to hand 
in. 

The CuHarrMAn. Does it cover these questions? 

Mr. Burr. It may or may not. 

The Cuarrman. All right. 

(The statement referred to follows:) 





StTaTeEMENT OF WILLIAM I. Burt, Presipent, Goopricu-GuLF CHEMICALS, INC, 


My name is William I. Burt. I am a director and the president of Goodrich- 
Gulf Chemicals, Inc. I am here to testify in support of the contract of Goodrich- 
to purchase the Government-owned synthetic-rubber plant at Institute, 

- oo 
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Goodrich-Gulf, which was organized in August 1952 to engage in the petro- 
chemicals business, is owned 50 percent by Gulf Oil Corp. and 50 percent by the 
B. F. Goodrich Co. 

B. F. Goodrich and Gulf both participated in the original design and construc- 
tion of the Government-owned synthetic rubber producing facilities. 

B. F. Goodrich cooperated with the Government in the synthetic-rubber pro- 
gram from its inception. For many years B. F. Goodrich has conducted inten- 
sive research in the rubber, plastics, and chemical fields. It was the first company 
in this country to manufacture synthetic rubber of the butadiene type, and this 
was done in its privately owned facilities. In June 1940, B. F. Goodrich offered 
for sale to the American public tires composed of more than 50-percent synthetic 
rubber of the butadiene type. This was the first time that synthetic-rubber tires 
were manufactured in this country and offered for sale to the public. B. F. Good- 
rich alone made available to the Government, without charge, more than 150 
patents pertaining to GR-S rubber. 

During World War II, B. F. Goodrich constructed and operated for the Govern- 
ment plants having the largest synthetic-rubber-producing capacity. During the 
Korean conflict that company again operated plants of the largest rubber-pro- 
ducing capacity for the Government. 

Gulf participated in the original organization, design, and construction of the 
butadiene facility at Port Neches, Tex., and was 1 of the 4 oil companies respon- 
sible for the operations of this plant. Throughout the history of its business 
activities, Gulf has been recognized as a competent, efficient, and experienced 
operator of petroleum refineries and other enterprises. 

Goodrich-Gulf, since April 29, 1955, has operated the Port Neches synthetic- 
rubber plant, which it acquired from the Government. Goodrich-Gulf has in its 
employ experienced operating, engineering, and management personnel. It has 
its own pilot plants and, in addition, has access to the scientific staffs and labora- 
tory facilities of both B. F. Goodrich and Gulf. 

We have contacted to pay the Government $11 million for the plant at Institute, 
W. Va. The second highest bid was for only $5,800,000. 

It will be recalled that in the original disposal program Goodrich-Gulf paid the 
highest price received by the Government for any of the synthetic-rubber plant 
sold at that time. 

In the contract under which Goodrich-Gulf purchased the Port Neches 
synthetic-rubber plant, it committed itself to make available to small-business 
enterprises 15,000 long tons of rubber a year at fair market prices. Actually, we 
have exceeded this commitment. We have made available to small-business 
enterprises synthetic rubber at the rate of 19,000 long tons a year. 

Since last April there has been an unprecedented demand for the total output of 
all of the synthetic-rubber plants. At the same time, the price of crude, tree- 
grown rubber has ranged from 31% cents per pound to as much as 52 cents per 
pound. In the face of this, Goodrich-Gulf has continued to charge the same 
price—23 cents per pound—for its synthetic rubber as the Government was 
charging at the time of the sale of the plants. 

Shortly after purchase of the Port Neches plant it became apparent that the 
public demand for synthetic rubber required an expansion of production facilities. 
Engineering studies and cost estimates were prepared providing for 100 percent 
increase in the capacity of the plant at an expenditure of many millions of dollars. 
At about this time, Congress passed a law providing for the sale of the Institute 

roperty. Goodrich-Gulf, after considering the matter, elected to bid for the 
nstitute plant—deferring its expansion plans for Port Neches. 

We believe there are a number of compelling reasons, all related to the public 
interest, which this committee will want to consider in connection with the 
recommendation of the Rubber Producing Facilities Disposal Commission that 
the Institute plant be sold to Goodrich-Gulf. 

1. There is the consideration of national security. 

This plant is the least modern of all of the synthetic-rubber plants built by 
the Government. It is 13 years old, and during most of this time has been kept 
in standby condition. Thus, many technological improvements made in plants 
previously sold by the Government are not to be found here. The plant is not 
equipped to produce ‘‘cold’’ rubber which now accounts for approximately 
two-thirds of the total demand for synthetic rubber (GR-S type). 

It is in the interest of national security that this facility be sold to an experi- 
enced, capable operator of synthetic-rubber plants so that it may be modernized 
and its capacity made available to the rubber-consuming public. 
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Goodrich-Gulf has the experience, resources, and ability quickly to bring this 
plant to a state of efficiency which will make it competitive with the rest of 
the industry. 

Finally, from the military point of view and in keeping with the policy of 
disposal of vital industry, it is important to modernize and operate this plant, 
which is located a great distance from the synthetic-rubber plants concentrated 
in the gulf coast area. 

2. The statement has been made that the sale of the Institute plant to Goodrich- 
Gulf will result in its having 25.2 percent of existing capacity. This would have 
been a true statement as of April 29, 1955. It isnot, however, true today because 
since that time the capacity of a number of the plants has been increased and 
any realistic consideration of the subject must also take into account announced 
expansions which, when completed, will result in Goodrich-Gulf’s having no more 
than 18 percent of the existing capacity. Further, the figure of 18 percent assumes 
the operation of the full 122,000-ton capacity of the Institute plant. At present 
this is not realistic. In fact, butadiene, the principal raw material of synthetic 
rubber, is available, and until at least 1958 will be available, only in sufficient 
supply to operate 1 production line of this plant with a capacity of only 41,000 
long tons. Prior to 1958, the Goodrich-Gulf share of total usable capacity will 
be no more than 140,000 tons a year—less than the announced planned capacities 
of 2 competitors and about equal to that of a third. 

We feel strongly that the sale of this plant to Goodrich-Gulf is promotive of a 
truly competitive synthetic-rubber industry, in terms of research, development, 
production, sales, and prices. Goodrich-Gulf could, under no circumstances 
exercise dominant influence when it will have only 18 percent—even less until at 
least 1958—of existing capacity, and when its final capacity will be substantially 
equaled by each of three other strong competitors. Public requirements for 
more synthetic rubber must be met, and the excessive burden of high crude tree 
rubber prices eliminated. If the Institute plant is not brought into production, 
new privately owned facilities will have to be constructed by Goodrich-Gulf 
and others, since there is no possibility of crude tree rubber production expanding 
to take care of an estimated increase of 500,000 tons in world rubber consumption 
by 1960. 

The Disposal Commission stated in its report that Goodrich-Gulf was the only 
bidder to offer the full fair value of this synthetic-rubber facility. Disapproval 
of this sale by the Congress would result in the plant’s remaining in standby 
condition. This in turn would produce serious economic consequences. Crude- 
rubber prices would increase, penalizing American rubber consumers. Employ- 
ment relief would not be afforded to the Charleston area, which has been pub- 
licized by the United States Department of Commerce as a major area of sub- 
stantial labor surplus. Furthermore, meeting the present shortage of synthetic 
rubber in the United States and the world will be delayed as long as a year and 
a half, 

In view of the rapid technological advances in the synthetic-rubber industry ' 
in the United States, and in view of the announced and projected expansions in 
synthetic-rubber capacity, it seems reasonable to assume that if the Institute 
plant is not sold at this time, its disposal at some later date at a comparable 
price becomes highly improbable. 

4. I have already testified as to the promises we made and have more than 
fulfilled in the acquisition and operation of the Port Neches facility. 

Now, in our contract to purchase the Institute facility, we have made a com- 
mitment respecting the output of that plant. 

Goodrich-Gulf will make available for sale at fair market prices to small busi- 
ness enterprises (as defined in sec. 21 (h) of the act) in reasonably equal monthly 
. quantities, the following tonnages per year: (a) 21,000 long tons, when only 1 
line is in operation; (b) 51,000 long tons, when 2 lines are in operation; (c) 81,000 
long tons, when all 3 lines are in operation. 

On March 10, 1955, Goodrich-Gulf said: With successful completion of the 
disposal program, the full, fair value of the Government synthetic rubber facilities 
will have been recovered, income-tax revenues will have been increased, and in all 
other ways the best interests of the American people will have been served as 
Congress so clearly indicated and intended. 

I wholeheartedly support this statement today. 

I thank you for the opportunity to present my views. 


The CuarrMan. The first question I want to ask: Assuming you 


get the facilities, how many long tons of GR-S rubber do you plan to 
produce annually? 
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Mr. Burr. The rated capacity for the whole plant is 122,000 long 
tons. Each line is approximately 41,000 long tons. 

We expect to start up one line immediately. It is all hot rubber. 
So before we can make cold rubber down there we have to spend con- 
siderable amount of money in order to convert it. 

Also, there is only enough butadiene available at the moment to 
rup one line. 

The CuHarrMan. All right. 

What percentage of your planned production expressed in long tons 
do you intend to make available to small business on a continuing 
basis? 

Mr. Burt. That is in my statement. But as I said before, 21,000 
long tons out of the first line; 51,000 out of two lines; and 81,000 tons 
out of three lines, which is about 67 percent. Seventy was used. 

The CHarrman. Now, the next question is: In the sale contract 
covering this facility you assume an obligation to make available a 
percentage of your production to small-business users. 

Do you consider this obligation to be a legal obligation which is 
enforceable in the courts by small-business users or on their behalf? 

Mr. Burr. I consider it a legal and, as President Richardson said 
before, also a moral obligation. 

Mr. Rivers. And an enforceable one? 

Mr. Burt. I think so. 

The CuHatrMan. The last question 

Mr. Burt. They are already after the figures. 

The CHarrmMan. At what price do you propose to sell, first, inven- 
tory GR-S, and secondly, GR-S hereafter manufactured in your 
plant? 

Mr. Burt. Well, there is no inventory to buy this time. 

The CHarrMan. That is right. 

Mr. Burt. We did but it the other time and sold it all for 23 cents. 
We have been selling rubber ever since April 29 for 23 cents, and that 
is the present price. I hardly can commit for the future. I don’t 
know what labor and material costs are going to be. 

The CuarrMan. Anyhow, your price now is what you said to the 
committee the last time? 

Mr. Burt. Yes, sir. 

The CuarrMan. Thank you. 

Mr. Gavin. Can the gentleman give us the approximate amount 
that he expects to invest in this plant to make it in operational 
condition? 

Mr. Burr. In our figures to the Commission and also to the com- 
mittee the other day, in order to bring this up to a modern plant, cold 
rubber, continuous, new powerplant and all that, it is about $6 
million. 

The CuarrmMan. Thank you very much. 

Now, members of the committee, I close the hearing on House 
Resolution 396. 

Thank you very much. 

Mr. Burr. Thank you. 

The CoarrMan. Now, members of the committee, I move that this 
Resolution 396 be adversely reported to the House. 

All in favor of adversely reporting it, when your name is called, 
vote ‘‘aye’”’ and all opposed vote “no.” 
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Call the roll. 

(Rolleall.) 

Mr. Smart. On this vote, Mr. Chairman, 22 have voted yea, and 
1 has voted present and none have voted nay. 

The CuarrMan. A quorum is present. 

Twenty-two members have voted to adversely report the resolution 
and one voted present. 

Wait one minute. 

Now, this resolution will be called up tomorrow morning and has a 
special status under the rules. 

It is privileged. So we will call it up the first thing tomorrow 
morning. 

And the committee adjourns until tomorrow morning at 10 o’clock. 

It is a very important committee meeting. 

(Whereupon, at 12:32 p. m., the committee adjourned, to reconvene 
at 10 a. m., Wednesday, February 8, 1956.) 
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FULL COMMITTEE HEARING ON H. R. 2430, MISCELLANEOUS REAL 


ESTATE PROJECTS, H. R. 9429 (H. R. 7994), H. R. 9428 (H. R. 8500), 
H. R. 8675 
House or REPRESENTATIVES, 
ARMED SERVICES COMMITTEE 
Washington, D. C., Tuesday, February 21, 1956. 

The committee met at 10:15 a. m., Hon. Carl Vinson (chairman of 
the committee) presiding. 

The CuarrMan. Is a quorum present? 

Mr. Smart. A quorum is present. 

The Cuarrman. Members of the committee, the first matter 
I want to call to your attention is this: Yesterday the Senate passed 
House bill H. R. 2430. That bill, as you will recall, was with reference 
to some property down in Charleston where we were requiring the city 
of Charleston to pay $500,000 for some exchange of property there 
and the Senate amended it by authorizing Charleston to construct 
what is known as a concrete wharf, in lieu of paying the $500,000, 
according to the plans and specifications fixed by the Army. That 
carries it out probably better than paying the money into the Treasury 
because the Army felt that it needed a wharf and Charleston had 
leased this property to the West Virginia Pulp & Paper Co.; so I 
think you would be warranted in agreeing to the Senate amendment 
and, if there is no objection, I will call the House bill up and agree to 
the Senate amendment which permits Charleston, or West Virginia 
Pulp & Paper Co., to construct the wharf, instead of the $500,000 
going into miscellaneous receipts. 

Mr. Brooks. Is that the Rivers bill, Mr. Chairman? 

The CuarrMan. That is one of them. 

Now, members of the committee, the first report I would like to 
receive this morning is from Mr. Durham’s subcommittee. 

Mr. Duruam. Mr. Chairman, Subcommittee 3 met on February 14 
to consider 2 bills; it is withholding action on 1 of them and wishes 
to present at this time its report on H. R. 8675, the 1957 construction 
authorization for the National Advisory Committee for Aeronautics. 

This bill would authorize the construction at three of the NACA 
installations. This construction, briefly, is as follows: 

At the Langley Laboratory, Hampton, Va., the committee proposes 
to construct a high-speed leg for the unitary plan tunnel. This 
construction, which is the largest single item in the bill, is designed to 
study aerodynamic problems associated with extreme heating condi- 
tions at high supersonic speeds. 

This construction will meet the need in this field to the extent that 
it will be capable of testing at speeds between Mach 7 to Mach 12. 
Also at Langley, there is proposed a data-processing system for the 
high-temperature structural research laboratory and a modernization 
of the 7- by 10-foot high-speed tunnel. The last item at Langley is 
an addition to the power system for the structures research laboratory. 
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At the Ames Aeronautical Laboratory, Moffett Field, Calif., there 
are two relatively small items involving an air-removal system for 
the 2- by 2-foot transonic tunnel and an atmosphere-entry simulator. 
This simulator is actually the only new construction item in the bill. 

It is of particular interest since it will be useful for many extremely 
high-speed purposes including study of the reentry into the earth’s 
atmosphere of the intercontinental ballistic missile. 

At the Lewis Flight Propulsion Laboratory, Cleveland, Ohio, there 
are two items. The first of these involves modifications to the pro- 
pulsion system laboratory. This is the only other large item in the bill. 

The purpose of this project is to provide additional exhausters and 
piping to permit full-scale research on large air-breathing engines at 
very high altitudes. The other item is for a disposal system for 
combustion waste products. The bill involves a total authorization 
of $15,444,000. 

Mr. Chairman, I move favorable consideration of this report. 

The CuarrMan. Can you advise the committee if the $15,400,000 
is in the President’s budget to be considered by the Appropriations 
Committee. 

Mr. Duruam. It is. We have been authorizing this money on a 
yearly basis rather than a 2-year basis. 

The CuarRMAN. Are there any questions from any members of the 
committee? 

Any objection to the favorable consideration of this bill? If not, 
the bill will be favorably reported to the House with recommendation 
that it do pass and Mr. Durham will report the bill and I will ask to 
have the bill presented to the Rules Committee Friday to see if we 
can get a rule. 

Thank you very much. Is there any other bill? 

Mr. Duruam. That is all. 

The CuarrMaNn. Mr. Rivers, anything from your subcommittee? 

Mr. Rivers. Yes, sir, Mr. Chairman. Your Real Estate Sub- 
committee met on February 9 and considered a rather large number 
of projects. They are recommended favorably and are as follows: 

Army acquisition project No. 184; Picatinny Arsenal, N. J.: This 
project involves the acquisition of title to 745 acres and easements 
over 461 acres in Morris County, N. J., to provide for the protection 
of areas immediately adjacent to the Picatinny Arsenal. 

Army disposal project No. 64; Fort Crockett, Tex.: This project 
involves the proposed reporting of approximately 150 acres of land 
and improvements thereon comprising the remaining portion of 
Fort Crockett, Galveston, Tex., to the General Services Administra- 
tion as excess real property. I want to point out that certain areas 
of this old installation are being retained for Navy and Marine Corps 
purposes and for various Army and Air Force activities. If the 
property were retained, it would cost the Government about $84,000 
a year in custodial costs. 

Army disposal No. 65; Fairbanks Remote Receiving Radio Station, 
Alaska: This project involves the proposed reporting of approximately 
659.70 acres of improved public domain lands comprising the Fairbanks 
Remote Receiving Radio Station to the General Services Adminis- 
tration as excess real property. 

The recent completion of the Fairbanks Unattended Receiving 
Station has eliminated the need for the Remote Receiving Station 
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which is the old station and the subject of this project. Some of the 
area is being retained by the Army while the bulk of the improvements 
have been requested by the Department of Health, Education, and 
Welfare for educational purposes. 

Army disposal No. 67; Fort Hood, Tex.: This project involves the 
leasing of the water production plant and related facilities at Fort 
Hood, Tex., for a term of 50 years to the Bell County Water Control 
and Improvement District No. 1, Killeen, Tex., in order to permit the 
operation and maintenance thereof by the district to furnish water 
treatment service to the Fort Hood Military Reservation and to the 
city of Killeen and other customers of the district. The main pur- 
pose of this leasing is to eliminate the necessity for continued sale of 
water by the Army to the several growing communities within the 
Fort Hood area, including the incorporated city of Killeen. 

The subcommittee took testimony also with respect to certain 
necessary reprograming of construction authority at Fort Jay, 
N. Y., and in the interest of safety, speed, and economy, recommends 
such reprograming in accordance with Assistant Secretary of the 
Army Finucane’s letter of December 2, 1955. 

The CHatrMan. Is that a disposal, or acquisition? 

Mr. Rivers. It is to assist their operation of the ferry and in the 
interests of safety for that installation. As it operates now, it cuts 
across an existing ferry and it would obviate crossing a channel which 
in bad weather would create a hazard, and this begins the operation 
of cutting out that safety hazard. 

Navy disposal No. 51; United States Naval Medical and Dental 
Supply Depot, Edgewater, N. J.: This project has been considered 
twice by the subcommittee, having been deferred after the first con- 
sideration. The area was used in the past as a medical supply depot 
and consists of 27 acres of land with 550 feet fronting on the Hudson 
River. 

None of the military departments or the Coast Guard has any need 
for the property and it has been lying idle for about a year and a half. 
Considerable local interest has been expressed in having this property 
utilized both from the standpoint of having it on the tax rolls and to 
provide employment. 

It appears likely that the United States will receive a substantial 
sum upon its sale. Also, the Government will save something between 
$50,000 and $100,000 a year in custodial costs. 

The subcommittee also considered four projects relating to the inter- 
continental ballistic missile program and in open session, I can say 
only that the facilities for this program would be substantially in- 
creased through the approval of the projects. 

I will refer, for the purposes of the record, to a letter dated January 
31, 1956, from Mr. John M. Ferry, Air Force Special Assistant for 
Installations and to three letters from Maj. Gen. Joe W. Kelly dated 
respectively January 25, 26, and 30, 1956. We will expedite that, 
Mr. Chairman. 

The Crarrman. Is this for the purpose of obtaining additional 
acreage? 

Mr. Rivers. Additional land, authority to expend funds, and con- 
tinue the whole program. 

The CuarrMan. Is it public-domain land? 

Mr. Keener. It is a field we previously owned under 99-year 
lease. It is in the Caribbean. 
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Mr. Cote. Mr. Kelleher’s remark that we are reclaiming a field 
we previously had under 99-year lease, prompts my inquiry: When did 
the 99 years expire? 

Mr. Keviener. It didn’t expire. This field was turned back 
with the understanding that should it ever be needed again we would 
pay the same price that was given us for the improvements on the 
property, less depreciation. I believe the total cost is about $88,000. 

Mr. Brooks. That is probably the project I read about in the 
paper last Sunday. 

Mr. Rivers. That is one of them. 

Mr. Cote. This isn’t a reacquisition, but reactivation of something 
held previously? 

Mr. Ke.iener. Yes, it could be put that way. 

The CHarrMan. Proceed. 

Mr. Rivers. The next project, which is also classified, requests 
authority to utilize authority and funds which have already been 
appropriated for an important project relating to the propulsion of 
aircraft. The amount involved in $7.5 million. 

The last project is an Army classified project which involves the 
expenditure of $3.8 million for construction at an Overseas installation. 

Discussion of any of these latter classified projects would require 
an executive session. 

Now, we have one other project. It is Air Force disposal project 
16 which involves the former Anniston Air Force Base at Eastaboga, 
Ala. 

The subcommittee has not specifically considered this project; 
however, if there is no objection, 1 would appreciate action being 
taken on it at this time. 

Briefly, the project involves the declaration of this former airfield 
to the General Services Administration for its disposal in accordance 
with applicable laws and regulations and subject to rights of recapture 
by the Government—2,172 acres are involved. 

In 1953, the installation was leased to the city of Talladega, Ala., 
for 10 years at a rental of $1 a year. The city maintains the property, 
makes necessary repairs to the runways and hangar, and operates the 
field as a municipal airport. 

The city of Talladega wishes to further develop the property as a 
municipal airport but is unwilling to do so under the leasehold which 
it now has. Since there is no current need for the property and its 
use would be recapturable under the terms of the disposal instrument, 
it would appear to be consistent with the best interests of the Govern- 
ment to permit the disposition of this property. 

Mr. Chairman, I think you are familiar with the property. 

The CuHarrMan. I have examined that project and I have no 
objection, but I don’t think it is proper to consider it by the full 
committee until it is scrutinized by the subcommittee because some 
other members of the subcommittee might think the full committee 
is trespassing upon a decision that they want to make later on. It 
won’t hurt anything to let that go over until the subcommittee can 

Mr. Rivers. I was of the opinion, Mr. Chairman, that other 
members of the subcommittee have been advised on this, but, if not, 
I would prefer to withdraw it. 

The CuarrMan. Well, let it go over. I think the subcommittee 
will approve it, but let’s do it in the proper way. 
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Without objection, the recommendations of the subcommittee are 
made the opinion of the full committee and the clerks will so advise 
the Department. 

Now, is there anything further, Mr. Rivers? 

Mr. Rivers. Nothing further, Mr. Chairman. 

The CHarrMan. Now, I ask Mr. Kilday has his subcommittee 
finished the hearings on the medical care for the uniformed services? 

Mr. Kiupay. We are ready to report, Mr. Chairman. Yesterday I 
offered a clean bill which reflects the subcommittee action. It is now 
H. R. 9429. Copies are on the desk. It is a bill to provide medical 


care for dependents of members of the uniformed services and for 
other purposes. 


This is a new subject, Mr. Chairman, a very big one and a very 
difficult subject. 

I have here a report consisting of approximately 26 pages which 
has been prepared on the bill. The detail of this report is necessary 
in order to fully explain what is involved in the bill and to furnish 


legislative history of the bill and some guide posts in its adminis- 
tration. 

However, I don’t think it is necessary to read the report. I prefer 
to summarize it as best I can from my recollection and then I will 
ask counsel to bring out any answers to questions that may be in- 
volved. But I will insert it in the record here. 

(The report referred to is as follows:) 


Mr. Chairman, Subcommittee No. 2 has had unaer consideration for several 
weeks H. R. 7994, a bill to provide medical care for the dependents of members 
of our Armed Forces. 

At the outset, I would like to explain to the committee that we approached this 
problem from the view point of trying to give to the dependents of our service 
personnel an improved medical-care program, on a uniform basis throughout 
the uniformed services. 

We have been guided during the hearings by the philosophy that we can always 
add benefits, but once established they cannot, for practical purposes, be elim- 
inated. 

In short, we decided that it was better to start off in a somewhat limited manner 
and gain the experience from the limited program before attempting to require 
by statute a much greater undertaking. 

I would like to say also, Mr. Chairman, that Subcommittee No. 2, in my opinion 
has performed an outstanding service to the dependents of our service personnel. 
The committee print before you is the truest example of committee teamwork of 
any bill with which I have been associated. 

ivery member of the subcommittee has made a substantial contribution to the 
bill and it was from all of these contributions and suggestions that we have 
created what we consider to be a feasible, reasonable, workable, practical, depend- 
ent, medical program. 

Before I start explaining what is in the committee print and the changes we 
have made in the bill from that which was originally introduced, I want to pub- 
licly acknowledge the gratitude of the subcommittee to all of the witnesses who 
appeared before the subcommittee: the Department of Defense witnesses, and 
especially the task force, the American Medical Association, the American Dental 
Association, the National Medical Veterans Society, Retired Officers Association, 
Reserve Officers Associacion, the American Legion, Jewish War Veterans, the 
Fleet Reserve Association, the Life Underwriters, the Blue Shield and Blue Cross 
representatives, and the Group Health, Inc., representative located here in 
Washington. 

We began hearings on the bill proposed by the Department of Defense which 
spelled out the type of medical care that would be provided for the dependents 
of our active duty personnel and our retired personnel and their dependents in 
service facilities—that is, facilities under the jurisdiction of the Army, Navy, and 
Air Force. 

At present there is no uniform method of providing dependent medical care. 
Each service is controlled by a different law. 
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The Army law, for example, goes back to 1884 and a legislative rider contained 
in an appropriation act that year. 

Navy law is somewhat more up to date, having been enacted in 1943, but it is 
much more limited in its application than the overall general authority granted 
to the Army. 

The Air Force, of course. derives its authority from the basic Army statute. 

I think I should mention also that while we have restricted, in some small 
areas, certain types of medical and dental care that are now provided in one or 
more branches of the services, nevertheless the overall result of the bill, if enacted, 
is to establish by statute the entitlement to dependent medical care for all depend- 
ents of all members of the uniformed services. 

The bill submitted by the Department of Defense did not provide for medical 
care on a uniform basis for all dependents of all the uniformed services. 

It did provide a uniform system of medical care for the dependents of members 
of the armed services. However, dependents in the Coast Guard, the Coast and 
Geodetic Survey, and the Public Health Service were included in a separate title 
and, for practical purposes, were restricted to the insurance provisions which I 
will discuss later. 

At the outset, we recognized that we had to approach this problem from the 
viewpoint of providing a uniform system of medical care for the dependents of all 
members of the uniformed services. After all, we have a Career Compensation 
Act which applies to all members of the uniformed services and since the problems 
of recruitment and enlistment of personnel and the retention of trained personnel 
is a problem for all of the uniformed services, it made better sense to us to put all 
of the services in one title and to make the system uniform throughout all of the 
uniformed services. 

Therefore, the first major change that we made in the bill deals with its appli- 
‘ability to the dependents of all members of the uniformed services, including 
the retired members, as well as the wives and children of deceased members who 
died while serving on active duty. 

This change meets with the approval of the Coast Guard, the Coast and 
Geodetic Survey, and the Public Health Service and is not objected to by the 
Department of Defense. 

Now, this change is significant for more reasons than uniformity, because as 
written, the bill will permit the dependents of members of the uniformed services 
to be hospitalized without regard to the service affiliation of the member con- 
cerned. In short, this means that a dependent of a Coast Guard member can 
be hospitalized in an Army, Navy, or Air Force installation, and likewise a 
dependent of an Army, Navy, Air Force, or Marine Corps member may be 
hospitalized in a Public Health Service hospital. 

This, then, removes a discrimination which has existed up until now and which 
I know has become a source of concern to quite a few Members of the House. 

The original bill as submitted by the Department of Defense also authorized 
the Secretary of Defense to enter into an insurance contract to provide medical 
care for the dependents of active-duty service personnel in civilian facilities. 
There was no limitation contained in the bill with regard to insurance coverage 
for dependents insofar as active duty members were concerned, but the bill 
excluded from insurance coverage retired personnel and the dependents of retired 
personnel, as well as the wives and children of deceased personnel who died while 
serving on active duty. 

In addition, the original bill provided that dependent parents and parents-in- 
law could be insured for medical care but the service member would have to 
pay the entire cost of the premium. The original bill also permitted insurance 
coverage for catastrophic illnesses, that is, for coverage beyond the basic insurance 
provisions but with all of this premium to be paid by the service member. 

Of even greater significance, however, is the fact that the original bill required, 
for normal insurance coverage, a voluntary 30 percent contribution on the part 
of the individual with respect to the insurance coverages for wives and children. 

The subcommittee, rather early in the hearings I might add, decided that we 
wanted to spend as much money on increased benefits as we could possibly 
extend, with as little being spent on overhead as was possible. We felt that a 
voluntary contribution system on the part of the service member would involve 
complicated bookkeeping and heavy administrative expenses which could better 
be reflected in added benefits. We realized also that there would be many com- 
plications, particularly those dealing with the individual who was assigned to a 
post or station where there were adequate medical facilities under the jurisdiction 
of the armed services who would want to cancel his insurance coverage to save 
his contribution. There were many other complicating factors, but probably 
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the most significant factor is that the individual who would most need insurance 
coverage would invariably be the individual who would elect not to make the 
voluntary contribution. 

After considering all of these factors, we came to the conclusion that the 
Government would better meet its obligation; the dependent would get better 
benefits; and the objectives of the act would be better accomplished, if we made 
this insurance coverage automatic for all qualified dependents. 

Then there were other factors to be considered. Under the Department’s 
original bill, if an individual was insured and was hospitalized in a facility of the 
armed services, the insurer was required to pay the Government the cost of the 
hospitalization. This again entailed, in our opinion, unwarranted and unnecessary 
bookkeeping, a cost that could better be reflected in added benefits. So we 
eliminated that requirement. 

Now as I have mentioned earlier, the Department bill did not provide insurance 
coverage for retired personnel and the dependents of retired personnel nor the 
wives and children of deceased personnel who died on active duty. 

The subcommittee recognized, of course, that we have always treated our 
retired personnel as members of our Armed Forces. For many years we have 
given our retired personnel the right to be hospitalized in service facilities on a 
space and facilities available basis. 

We felt that any action on our part which would automatically preclude 
consideration of these people for insurance coverage might have an extremely 
adverse effect and set at naught the entire purpose of the act. 

We must bear in mind that this bill represents the third leg of a stool upon which 
is based a large portion of the personnel problems of our armed services. We 
built the first leg when we enacted the Career Incentive Act; the House completed 
work on the second leg when we passed the survivor benefits bill, and this, the 
dependents medical care bill, is the third leg. When all of these items are enacted 
we will have taken care of three of the most pressing problems that have con- 
fronted our armed services and have in the past led to reduced reenlistments and 
heavy resignations. I might say here that the Career Incentive Act has had a 
very heartening effect upon the reenlistment rate in the armed services. In all 
services reenlistments have shown upward trends following the enactment of the 
Career Incentive Act. I feel confident that once we have enacted the survivor 
benefits bill and the dependents medical care bill, before us today, we will have 
solved nearly all of the major personnel problems in our armed services, with the 
exception of housing. 

There was nothing in the original Department bill with respect to the right of 
retired personnel to be hospitalized in service facilities. As a matter of fact there 
is nothing in the law today with respect to retired personnel and their dependents 
insofar as their entitlement to hospitalization in service facilities is concerned. 
So we have covered that subject. We have provided that retired personnel will 
be entitled to medical and dental care in service facilities on a space and facilities 
available basis. We have also authorized their dependents to be provided medical 
care on a space and facilities available basis. 

Now I believe that covers the major changes that we made in the original bill. 

With your permission, Mr. Chairman, I would now like to explain the com- 
mittee print as it appears before us. 

Section 101 of title I of the bill declares that the purpose of the Act is to pro- 
vide an improved and uniform program of medical care for members of the uni- 
formed services. 

I think I should say now that this bill does not contemplate any new expansion 
of facilities for the uniformed services; nor,on the other hand, does it contemplate 
any reduction in the medical facilities of the uniformed service that are now in 
existence, or are now being planned. What the bill does recognize is the fact that 
an estimated 40 percent of the dependents of our active-duty personnel do not 
now receive medical care from facilities under the jurisdiction of the uniformed 
services. This has created a serious morale problem and undoubtedly contributes 
greatly to the decision on the part of many individuals not to make the service 
acareer. The bill recognizes the fact that medical care in service facilities today 
is based upon the change of assignment, so that individuals who are fortunate 
enough to be in an area where there is a military medical facility receive some 
medical care at Government expense, while others in areas where there are no 
military medical facilities are not able to receive medical care at Government 
expense. We have always held out as an inducement for making the service a 
career, free medical care for dependents. We have not been able to fulfill that 
obligation. 
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Section 102 contains definitions which are fairly standard. I call your attention 
to the fact that title III reservists are excluded from the definition of a retired 
member of the uniformed services. 

In this connection, I want to say that this is an example of a group for which 
coverage may later be provided, by statute, depending upon the experience we 
have with this bill after it has been in operation for a reasonable period of time. 

Today, Navy and Marine Corps title III reservists, of which there are relatively 
few, and their dependents, are entitled to hospitalization in Navy facilities. But 
Army and Air Force title III reservists are not. The Army and Air Force title 
III reservists constitute a much larger number, and while it would have been 
desirable to have extended this benefit to Army and Air Force title III reservists 
rather than take it away from the small number of Navy and Marine Corps title 
III reservists who are now entitled to the benefit the subcommittee felt that we 
could not absorb this responsibility at this time until we have had experience under 
this act with respect to other groups. 

I would like to call your particular attention to the fact that section 102 recog- 
nizes as dependents, persons over the age of 21 who are attending institutions of 
higher learning. While these individuals are not classified as dependents under 
the Career Compensation Act they are recognized as dependents under the inter- 
nal revenue laws. Certainly when a member of the armed services or a retired 
member is attempting to educate his children and they pass the age of 21 while 
still in college, it seems to be unduly harsh to exhaust their entitlements to medical 
care merely because they have passed the age of 21. 

You will note that section 102 (f) defines the use of the term ‘Secretary of 
Health, Education, and Welfare.’’ Public Health Service hospitals are under 
the jurisdiction of the Secretary of Health, Education, and Welfare. Those 
hospitals are involved in this legislation and since we are dealing with Coast 
Guard, Coast and Geodetic Survey, and Public Health Service personnel who use 
these hospitals it is basically of primary concern to the Secretary of Health, 
Education, and Welfare. Thus, we decided that it was better to confine the sec- 
tions involved to the Secretary of Defense and the Secretary of Hee'th, Education, 
and Welfare and not bring in the Secretary of the Treasury and the Secretary of 
Commerce. This action, I might add, was with the approval of the Coast Guard, 
Coast and Geodetic Survey, and the Public Health Service. 

Section 103 (a) provides that whenever requested, medical care shall be given 
dependents of members and retired members subject to the availability of space, 
facilities, and the capabilities of the medical staff insofar as military facilities are 
concerned. Any determination as to the availability of space, facilities, and staff 
capabilities made by the cognizant authority will be conclusive. This section 
creates a right to medical care in clear, unmistakable language for the dependents 
of service personnel, provided there is space, facilities, and a medical staff available 
in a military facility to provide the required care. 

Section 103 (b) permits dependents of one service to be hospitalized in the 
medical facilities of another service, whether they are Coast Guard, Army, Marine 
Corps, Navy, Air Force, Public Health Service, or Coast and Geodetie Survey 
uniformed personnel. 

Section 103 (c) permits the Secretary of Defense, after consultation with the 
Secretary of Health, Education, and Welfare, to establish subsistence charges in 
connection with medical care in service hospitals. This is now being done at a 
charge of $1.75 per day. 

Section 103 (d) is something new. It permits the Secretary of Defense to 
establish uniform minimal charges for outpatient care. This was done at the 
recommendation of the Department of Defense and with the complete concurrence 
of practically every witness who appeared before the subcommittee. What this 
contemplates is a small charge of perhaps 50 cents, and certainly not to exceed 
$1, for outpatient treatment. It is intended to prevent abuses of the entitle- 
ment to outpatient care. We have been advised, for example, that in a parti- 
cular dispensary, service dependents had been using the outpatient facilities as a 
baby sitting installation. If a dependent is charged 50 cents for each treatment 
in an outpatient clinic, it is our hope that it will be a sufficient deterrent to 
restrain to some extent abuses of otherwise unrestricted outpatient medical service. 

Section 103 (f) limits the type of medical care that may be provided in service 
facilities, and section 103 (g) provides that hospitalization is not authorized for 
dependents for domiciliary type care and chronic diseases, nervous and mental 
disorders, elective medical and surgical treatment, except as the Secretary of 
Defense may by regulation provide. 

In other words, as a general rule, medical care for dependents will be limited 
to the type of care authorized in section 103 (f) and will not ordinarily be provided 
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for the illnesses outlined in section 103 (g). We have, however, modified this 
exclusion clause by permitting the Secretary to make exceptions under such regu- 
lations which he may prescribe. It is the opinion of the subcommittee that in 
certain instances, particularly in those involving harcship or difficult cetermina- 
tions as to chronic conditions, that it would be unfair to preclude hospitalization 
for every case of this type without giving the Secretary some authority to provide 
for reasonable and justifiable exceptions. 

Section 103 (h) provides that dependents shall not be given prosthetic devices, 
hearing aids and glasses, except outside the continental limits of the United 
States and at remote stations withiu the United States, and then only on a 
reimbursable basis. 

Section 103 (h) also excludes: ambulance service except for emergency cases; 
most home calls; and dental care except when it is of an emergency nature to 
relieve pain and suffering or when it is a necessary adjunct to medical or surgical 
treatment or in areas outside the continental limits of the United States, or in 
remote areas of the United States where adequate civilian facilities are not avail- 
able. 

Now what I have said up to now deals primarily with hospitalization of depend- 
ents in medical facilities under the jurisciction of the uniformed services. This 
basically, and for practical purposes, is the type of mecical care that is now pro- 
vided for dependents of members of the uniformed services in some branches of 
the armed services. But there is no uniformity of entitlement today. For ex- 
ample, dependents with contagious ciseases may not be treated in a Navy facility, 
but they can be treated in an Army facility. This title will proviee a uniform 
system throughout the uniformed services and all dependents with contagious 
diseases will have the right to be hospitalized subject only to the availability of 
space and facilities and the capabilities of the medical staff. 

On the other hand, this title of the bill will limit to some extent dental care 
that is now provided to Army and Air Force personnel in service facilities. While 
for practical purposes very little dental care is provided to the dependents in any 
of our service facilities, nevertheless, this bill will limit dental care in continental 
United States to emergency treatment to prevent pain and suffering and to cases 
requiring dental care as a necessary adjunct to surgical or mecical treatment. 
Dental care will however continue to be provided outside the continental limits 
of the United States and in remote areas of the United States when adequate 
civilian facilities are not available. 

Title II of the proposed legislation is the new feature that is proposed for depend- 
ents of the uniformed services for the first time. It contemplates the furnishing 
of mecical care in civilian facilities to dependents through a medical service or 
health insurance plan. I have used all three terms advisedly. In other words, 
the language of the proposed legislation is broad enough to permit the Secretary 
of Defense to enter into a program of coverage with commercial insurance writers 
on an indemnification basis or with nonprofit service organizations, or with a health 
plan organization, or for that matter, through any combination that the Secretary 
may decide is in the best interests of the dependents and the Government. 

Now let me say at this point that while this is a new venture for tne Armed 
Forces it is not new in the Nation. 

According to a Labor Department survey of union contracts published in 
October 1955, 88 percent of all such industrial workers involving some 11 million 
persons are covered by hospitalization insurance; 83 percent are covered by 
surgical insurance; 73 percent are covered by accident and sickness insurance; and 
47 percent are furnished medical benefits insurance. 

In the case of hospitalization, surgical, and medical benefits, it is significant to 
note that more than 60 percent of these workers do not make any financial con- 
tribution toward the cost of the benefit. But of even greater significance is the 
fact that more than 70 percent of the workers who are provided medical benefits 
are also offered coverage for their dependents; half of these employees shared the 
cost of their dependents coverage with the employer, but for 38 percent of them, 
the employer assumed the entire cost for the coverage provided dependents. 

Now, Mr. Chairman, I have made this information available to the committee 
in order that we may all fully realize that what we propose here for the dependents 
of our service personnel is not a new and exceptional benefit not available any- 
where else in the United States, but rather an extension to our service personnel 
of a benefit which a large number of them can and do obtain from industry when 
they leave the uniformed services. Is it any wonder that men today refuse to 
reenlist or refuse to make a career of the armed services when benefits that were 
once only available in our uniformed services have now become commonplace in 
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private industry and indeed in many instances, exceed benefits available in our 
armed services. 

We are not trying to overcome industry in competition with them for these men, 
we are merely trying to put our uniformed services on a somewhat comparable 
basis. 

Now as I have indicated, title II of the proposed legislation deals with a group 
health, medical service, or insurance plan to provide medical care for the depend- 
ents of our service personnel through the use of civilian facilities. 

Now here we were faced with our most serious problem. The bill from the 
Department of Defense permitted this type of coverage only for the dependents 
of active duty personnel. The dependents of active duty personnel include 
wives, children, parents, and parents-in-law. We discovered that the cost for 
parents and parents-in-law was high in proportion to similar costs to provide 
similar coverage for wives and children. 

We felt that our first responsibility was to the large number of men in our 
uniformed services who have wives and children. We obtained statistics from 
the armed services indicating the number of personnel we are dealing with. 

For example, there are approximately 2,591,000 dependents of active duty 
personnel. This includes 1,306,000 children, 1,163,000 wives, and 121,000 others, 
including parents and parents-in-law. 

Now bear in mind that 40 percent of these dependents do not now receive 
medical care in service facilities. So our cost estimates, which I will discuss later, 
are based on the assumption that the type of coverage that would be extended to 
dependents would provide protection for those dependents who are not now 
receiving meeical care or entitled to medical care in service facilities. Thus we 
are dealing with approximately 838,000 wives and children of active duty per- 
sonnel, excluding the Coast Guard, the Coast and Geodetic Survey, and the 
Public Health Service; we are also concerned with some 107,000 dependent 
parents and parents-in-law, 503,000 wives and children of retired and deceased 
personnel, and some 190,000 retired personnel. All told, the number of people 
who could be affected directly by the proposed legislation is in the neighborhood 
of 1,600,000 persons, while the total number of dependents involved will exceed 
3 million persons. 

During the early stages of our hearings, we received cost estimates from the 
Life Insurance Association of America and the American Life Convention repre- 
senting the majority of commercial health insurance underwriters in the United 
States. Their estimates were predicated on the assumption that complete service 
coverage would be provided for the estimated number of dependents who would 
be affected by the proposed legislation as originally introduced by the Department 
of Defense. With complete medical coverage provided, including outpatient care 
it was estimated that this program would have cost approximately $104 million a 
year. When the dependents of retired personnel and deceased personnel were 
added to this total this cost was increased by an additional $50 million a year. 
Now this was based on the assumption that approximately 40 percent of the wives 
and children of our active duty personnel would be covered by insurance and 100 
percent of the dependents of retired and deceased personnel. The surgical and 
medical benefits and other services to be provided on an indemnification basis was 
to be in accordance with the Veterans’ Administration schedule of medical charges 
contained in catalog 5. The American Life Convention also submitted another 
plan which approximated the care provided in military facilities but which involved 
a $100 deductible and a 25 percent coinsurance provision. The cost of this 
program for dependents for active duty personnel amounted to approximately $71 
million and the cost for dependents of retired and deceased personnel amounted to 
$32 million. The American Life Convention also submitted another plan which 
provided the same type of coverage involving a $50 deductible and a 25 percent 
coinsurance provision for all expenses in excess of $50. By going from a $100 
deductible to a $50 deductible the cost was increased for both groups of dependents 
by a total of approximately $9 million. 

The Blue Shield and Blue Cross organizations have proposed a program which 
excluded outpatient care but which provided complete hospital care and required 
a $1.75 charge per day for such hospitalization per dependent. This program 
contemplated an estimated expenditure of $33 million per year, assuming that 
60 percent of all wives and children of active duty military personnel use a military 
facility. Dependent parents and parents-in-law increased the cost by an addi- 
tional $7 million. However, to provide both hospital care and a medical-surgical 
care program but exclude outpatient care, as it is commonly known, involved a 
cost to the Government for wives and dependent children of active duty personnel 
of approximately $61 million a year and to cover dependent parents and parents- 
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in-law on the same basis would require an additional expenditure of approximately 
$10 million. 

Now I have provided these cost figures to give you an idea of the money involved 
in this program depending upon the type of coverage provided and the groups 
covered. 

As I have previously stated, we felt that our first obligation must be to the 
wives and children of active duty personnel. And after listening to the testi- 
mony with regard to the benefits that could be provided subject to a number of 
unpredictable variables we felt that it would be extremely unwise for the sub- 
committee to attempt to write a medical-care program for our dependents in 
civilian facilities which spelled out everything to which they would be entitled 
and the limitations that would have to be imposed. 

Ve also realized that for fiscal 1957 there will be approximately $76 million 
available in the budget to pay the first year costs of this program. 

Now I want to explain at this point that no one can state with complete accuracy 
what this program will cost. It is based upon many estimates that are subject to 
unpredictable trends. 

By making the coverage automatic, rather than voluntary, we have made it 
possible for all dependents to be covered by some type of health plan. We do 
not know, nor can anyone state, now how many dependents will actually be 
covered or how many dependents will actually make use of civilian facilities. 
All of the estimates are based on the assumption that 40 percent of our dependents 
of active dutv personnel are not now receiving or have available to them medical 
care in facilities under the jurisdiction of the armed services. It is therefore, 
safe to assume that these individuals, the 40-percent not now covered, will cer- 
tainly take advantage of any plan that may be entered into or devised by the 
Secretary of Defense. 

Perhaps what I have said may explain why the subcommittee decided to 
direct the Secretary of Defense to enter into an insurance medical service or 
health plan for the wives and children of active-duty personnel and at the same 
time give the Secretary of Defense the discretionary authority to enter into a 
plan which may be more limited in nature for retired personnel, dependent 
parents and parents-in-law, the dependents of retired personnel, and the wives 
and children of deceased personnel who died on active duty. 

We also realized, as I have previously explained, that we could not spell out 
an insurance plan or a health plan or a medical-service plan in complete detail. 
We wanted to leave this to the Secretary of Defense for it gives him a negotiating 
power when he deals with service plan organizations, commercial underwriters, 
or any other type of health plan organization. The subcommittee was impressed 
during these hearings with the number of benefits that can be more or less thrown 
in, when dealing with large numbers of individuals, at very little or no extra cost. 
We are of the opinion that the Secretary of Defense will be able to provide better 
benefits for these dependents and at less cost if he is given complete freedom of 
negotiation with all those who would like to negotiate with him for participation 
in any type of plan eventually agreed upon. 

Now we did spell out, for wives and children, a minimum type of coverage: 
You will find that in section 201 of title II of the proposed legislation. Under 
this section it is provided that the Secretary of Defense shall contract for medical 
care for wives and children of all active-duty personnel under such insurance, 
medica service, or health plan or plans as he deems appropriate. However, any 
plan for which he contracts or which he enters into must provide hospitalization 
in semiprivate accomodations up to 365 days for each admission, including all 
necessary services and supplies furnished during the period of hospitalization. 
The plan must also provide for medical and surgical care incident to any hospital- 
ization. Now this means prior to and after hospitalization, as well as during the 
period of hospitalization. The plan must provide complete obstetric] and 
maternity care, ineluding prenatal and postnatal care. This latter requirement 
is of particular significance when vou realize that last year in the medical facilities 
under the jurisdiction of the armed services more than 201,000 babies were born. 
Approximately 170,000 of these babies were born in continental United States 
and accounted for 47 percent of all admissions of dependents to military hospitals 
in the United States. The plan must also provide for the required services of a 
physician or surgeon prior to and following hospitalization for a bodily injury 
and a surgical operation. It must also provide for diagnostic tests and procedures, 
including laboratory and X-ray examinations 
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And in addition, the plan must also provide for payment by the patient of 
the first $25 of necessary services and supplies furnished by the hospital during 
a period of hospitalization. 

Now if I may go back a moment, I would like to remind you that we do not 
charge any service member for this coverage. We rejected the 30 percent volun- 
tary contribution proposal. Instead, we have agreed upon a $25 deductible pro- 
vision so that the patient will pay a portion of the hospital expenses. Now this 
deductible provision not only makes it possible to reduce the overall costs of any 
type of program entered into, but also has a restraining effect upon any possible 
abuse of the use of civilian facilities under the program. Bear in mind when a 
dependent goes to a service facility under the jurisdiction of the uniformed services 
he must pay a subsistence charge of $1.75 per day. If the dependent wife or child 
goes to a civilian facility under the insurance medical service or health plan pro- 
vided by the Secretary of Defense, he will pay the first $25 of hospital expenses, 
so we have to some extent balanced out the costs. This in our opinion will ac- 
complish what a voluntary contributory system sought to accomplish, that is, a 
contribution from the service member only when he actually uses this coverage, 
and at the same time permit the Secretary of Defense to provide greater benefits 
under the program than would otherwise be provided if a portion of the costs had 
to be expended in unnecessary bookkeeping. 

Now this minimum provision contained in section 202 must be limited by ex- 
clusions and definitions as may be contained in any plan approved by the Secre- 
tary. But again, that will be a question of negotiation. for example, the bill 
is silent as to outpatient care, the length of time prior to an operation that ex- 
penses of the physician will be covered, and the length of time after an operation 
when expenses will be covered. 

The bill is also silent with regard to what constitutes the required services of a 
physician or surgeon prior to or following hospitalization, and the bill is also silent 
as to what constitutes necessary services and supplies. 

Obviously, this must be left to the discretion of the Secretary just as we do 
today when we grant procurement authority to the Secretary for defense contracts. 

Now I call your particular attention to section 201 (c) which provides that the 
wives and children covered under any program entered into by the Secretary of 
Defense may elect to receive medical care in a service facility or in civilian facil- 
ities, except that this election may be limited by regulations prescribed by the 
Secretary in the future for such dependents residing in areas where the member 
concerned is assigned to a post or installation of a uniformed service where 
adequate medical facilities of a uniformed service are available to provide adequate 
care for such dependents. 

This is an extremely important provision and it has a twofold purpose. First, 
it is not our intention to bring about a substantial reduction in all types of de- 
pendent medical care provided in service facilities. It is quite possible that in 
certain areas and in certain types of medical conditions, particularly in obstetrical 
cases, there will be a greater utilization of civilian facilities than heretofore 
experienced because of the insurance, medical service, or health plan that may 
be provided. But we have consistently recognized throughout these hearings 
that the retention of a substantial amount of dependent medical care in facilities 
under the jurisdiction of the uniformed services is absolutely indispensable if we 
expect to maintain any semblance of a career medical corps. Doctors will not 
make a career of the armed services if their practice is confined to a relatively 
young group of men and women who are basically healthy. There must be the 
opportunity for a diversified practice. They must be able to have an opportunity 
at least to engage in all types of medicine from pediatrics to geriatrics. So there- 
fore we have to guard against any substantial reduction in dependent medical 
care which would have the extremely undesirable effect of undermining our entire 
career medical corps. Therefore, in essence, we don’t want to increase medical 
care in service facilities, but at the same time, we don’t want a civilian program 
to be so attractive as to practically eliminate dependent medical care in our 
service facilities. 

Now, secondly, we must also be conscious of the fact that in certain areas we 
have large service medical facilities that can provide adequate care for dependents. 
It would be extremely wasteful if a dependent living next door to a large service 
hospital ignored available service facilities and was permitted to go to a civilian 
facility bearing in mind that in both instances the Government is paying the bill 

Thus, to accomplish this twofold purpose we have granted authority to the 
Secretary of Defense to limit the right of election, but only in those cases in which 
the member and his dependents both reside in areas where adequate service 
facilities are available for dependents. However, I wish to emphasize that all 
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dependents will have complete freedom of election except as the Secretary of 
Defense may by affirmative action limit the use of civilian facilities under an in- 
surance, medical service, or health plan. 

Now bear in mind also that unless we put some authority in the bill to limit the 
use of civilian facilities under an insurance, medical service, or health plan, the 
40 percent estimate of dependents to be covered under such a program might well 
exceed this estimate by a substantial figure. I want to reiterate that no one knows 
how many dependents will actually make use of civilian facilities. We will not 
know the answer to that question until the plan has been in operation for at least 
a year. So the restrictions contained in this section are consistent with our whole 
approach to this program that it is better to give limited benefits now and expand 
them in the futur? rather than give liberal benefits now and have to eliminate them 
in the future. 

Section 202 of the bill recognizes the fact that it may also be quite possible to 
provide an insurance, health, or medical service plan for retired personnel, the 
dependents of retired personnel, dependent parents and parents-in-law, and the 
wives and children of deceased personnel who died on active duty. This is a 
discretionary authority granted to the Secretary as contrasted with the manda- 
tory provision contained in section 201 with respect to wives and children of active 
duty personnel. 

This section permits the Secretary, depending upon the availability of tunds, 
and the type of program that he can work out with commercial insurance com- 
panies or service or nonprofit service organizations, to develop a program which 
may be limited in nature for these individuals. 

Now you will note that the authority granted to the Secretary here is rather 
general. He can provide a different type of coverage insofar as the benefits are 
concerned and he can select the groups to be covered and can even make distine- 
tions within groups. 

In other words, to use an example, the Secretary of Defense could provide 
limited coverage for retired personnel and dependent parents and parents-in-law 
which might be restricted to hospitalization or surgical care only and then only for 
individuals residing more than 25 miles distant from a service facility. 

This section recognizes our traditional obligation to retired personnel and 
their dependents and other dependents. We have taken nothing away from 
retired personnel, the dependents of retired personnel, dependent parents, and 
parents-in-law, and dependents of deceased personnel and we have made it possible 
for the Secretary, depending upon the program that he can work out, to extend 
medical coverage to all or any part of this group. 

This title also provides for a readjustment of charges because obviously any 
type of coverage provided will result in substantial errors in cost estimates which 
can only be resolved by renegotiation. And since it is possible that commercial 
underwriters or nonprofit organizations may have to pool their resources in order 
to make this program possible, we have given the Secretary of Defense the 
authority to establish advisory committees under his chairmarship. This will 
permit various groups to come together under the Secretary and advise him with 
respect to the tvpe of plan or plans that may be de~eloped. 

Now title III of the bill deals with the right of active-duty personnel to receive 
medical and dental care in a medical facility of the uniformed services. The 
only reason that this provision is necessary is because for the first time we are 
authorizing, by statute, hospitalization of Army, Navy, ‘ir Force, and Marine 
Corps personnel in Public Health Service hospitals and similarly we are authorizing 
personnel of the Coast Guard, Coast and Ceodetic Survey, and Public Health 
Ser: ice to be hospitalized in medical facilities under the armed services. 

We have also spelled out, for the first time in law, the right of retired personnel 
to be hospitalized in service facilities. We have also inserted a provision that 
retired personnel who upon retirement have completed not less than 30 years of 
active duty shall be furnished medical and dental care in a medical facility of a 
uniformed service subject only to the availability of space and facilities. The 
furnishing of medical and dental care for other retired personnel is also permitted 
but will be subject to regulations and orders of the Secretary of Defense. The 
subcommittee felt that retired members of the ser ices who ha-e devoted ail 
their lives to the uniformed services should be entitled to hospitalization in 
service facilities and should not be required to be transferred to Veterans’ Ad- 
ministration hospitals as is now beirg done in many types of cases. 

Section 302 permits retired enlisted personnel of the Army and Air Foree, when 
provided hospitalization in a Federal facility to receive the ration allowance 
prescribed by law for enlisted men of the Regular Army and Air Force when so 
hospitalized. Navy and Marine Corps retired enlisted personnel and Fleet 
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Reserve personnel have had this privilege since 1938 and we believe that it is 
unfair to continue this discrimination against retired enlisted personnel of the 
Army and Air Force. 

In effect, this section means that if a retired enlisted man of the Army or Air 
Force enters a service hospital he will not have to pay for his subsistence and if 
he enters any other Federal hospital at the request of the Army or Air Force he 
will be authorized the same subsistence allowance that is now furnished regular 
Army and Air Force enlisted personnel under the same circumstances. 

The last section of importance to the committee is section 303 which permits 
the Government to assume the expenses of a denendent or a retired member 
who is covered by an insurance, health, or medical service program when hosni- 
talization provided by such coverage has expired and it is not possible to transfer 
him to a service facility. This is to take care of the extraordinary case which 
rarely arises but, when it does, results in a catastrophic financial drain upon the 
individual. 

Now Mr. Chairman, there remains only one other consideration and that is 
cost. 

After we had written the first committee print we asked representatives of the 
Blue Cross and Blue Shield, as well as representatives of the commercial insurance 
companies to give us an estimate of the cost involved under the bill that we have 
now written. You will be interested to learn that the estimated first vear annual 
cost presented to us by the Blue Shield-Blue Cross representative for hospital 
sare up to 365 days with a $25 deductible provision; surgical care including pre- 
and post-operative care; medical care related to hospitalization; obstetrical care, 
diagnostic care incidental to hospitalization; and home and office surgery for 
the wives and children of active-duty personnel will involve an annual cost of 
approximately $53,800,000. 

aes this is based upon the assumption that 40 percent of the wives and children 
of active-duty personnel located in the United States will use civilian facilities. 
The estimate is based upon the incidence of illness normally associated with a group 
of 838,000 individuals such as the dependents of our active-duty personnel. 

Now if 50 percent of our retired personnel are covered for the same type of care 
in civilian facilities it will cost approximately $8,500,000. If 50 percent of the 
dependent parents and parents-in-law of active-duty personnel are covered it will 
cost an additional $5,900,000. And if 50 percent of the wives and children of re- 
tired and deceased service personnel are included, it will cost an additional 
$11,600,000. 

In other words, it would be possible to provide substantial medical coverage for 
the wives and children of active-duty personnel as well as retired personnel and 
dependents, depending on certain assumptions as to use of civilian facilities for a 
total cost of $79,800,000, according to the estimates of Blue Shield and Blue Cross, 
plus about $4 million for dependents and retired personnel of the Coast Guard, 
Coast and Geodetic Survey, and the Public Health Service. 

This is an amazing estimate when you consider that we started out with ests 
that ran in some instances as high as $150 million a year. We have been able to 
bring this estimated cost down to within $7 million of the present budget figure for 
fiscal year 1957. 

Now it is possible during the negotiations for the type of coverage that will be 
provided in civilian facilities that the Secretary may decide to include more bene- 
fits for wives and children and less benefits for other dependents, but that will be a 
matter for the Secretary of Defense to decide. 

You might be interested to learn that the American Life Convention based 
upon a similar program, but with some differences, would he able to provide 
coverage for wives and children at a cost of approximately $65 million. When 
dependent parents of active-duty personnel are added, it increases the cost of the 
program by approximately $10 million. Dependent widows and children of 
deceased service personnel increase the cost by $5,500,000 and retired personnel 
and their dependents increase the cost by approximately $17 million. To these 
estimates should he added an additional 5 percent to cover Coast Guard, Coast 
and Geodetic Survey, and Public Health Service personnel. 

One of the reasons for the differences in the cost estimates submitted by the 
two groups, that is the commercial and the Blue Shield-Blue Cross groups, in the 
varying assumptions made as well as certain limitations which were assumed in 
preparing their estimates. They, therefore, differ to some extent but their esti- 
mates, I believe, will give you some idea of tne overall cost involved. 

The American Life Convention could provide complete overall coverage for 
approximately $102,500,000. This would be on an indemnification basis and of 
course Blue Shield and Blue Cross propose a service coverage, but both have 
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used catalog V of the Veterans’ Administration as the basis for their schedule 
of fees. 

As I have stated, the difference between the overall estimate of Blue Cross and 
Blue Shield and the commercial underwriters is not as great as it would appear 
because of the differences in coverage and limitations. 

I am satisfied in my own mind that upon enactment of this legislation, the 
Secretary of Defense will be able to provide fairly complete coverage for all 
wives and children and for a limited number of other dependents as well as 
retired personnel for a cost well within the $76 million budget estimate. 

Mr. Chairman, we feel that we have done the very best we could with a very 
complicated matter. I must reiterate that we are unable to predict trends. We 
are unable to give you a firm cost figure, and any cost figure entered into will be 
subject to renegotiation after it has been in operation for a calendar year. It 
may be substantially less, or it may be more than the estimates that we have 
received. I would suspect that the Secretary of Defense, knowing that he must 
operate within budgetary limitations, will feel constrained to begin the program 
with certain limitations, knowing full well that in the years ahead he can add to 
those benefits, but having once granted them, he cannot take them away. 

Mr. Kiupay. Because it is such a difficult question, I want to 
acknowledge our appreciation to those who appeared as witnesses and 
who helped us in the formulation of the bill. Especially the task 
force of the departments who worked on the bill, the American 
Medical Association, the American Dental Association, the National 
Medical Veterans Society, the Retired Officers Association, the 
Reserve Officers Association, American Legion, Jewish War Veterans, 
Fleet Reserve Association, Life Underwriters, Blue Shield and Blue 
Cross representatives of Group Health, Inc., representatives located 
here in Washington. 

Initially, Mr. Chairman, medical care for dependents of military 
personnel is accomplished and existing fact. It is too late now to 
argue whether it should have ever begun. I take it that it had its 
inception, in fact, in the early days of the Republic and down until a 
considerable time after the Civil War our Army, particularly, spent 
its entire time on the frontier where there were no communities and 
where the families had to live on military bases and there was no 
medical attention available except from the service doctors. 

The existence of legal authority for some portions—a great portion 
of it—is rather nebulous. The Army law, for example, goes back to 
1884, and that is a rider to an appropriation bill which simply author- 
izes the medical officers and contract surgeons of the Army to give 
medical care to dependents without being compensated therefor. 

The Navy is a good deal more up to date. They have a law 
enacted in 1943. 

At this time I would point out that at the present time, the entitle- 
ment to medical care for dependents is not uniform in the various 
services. This bill in title I sets out the medical care to which depend- 
ents are entitled in all of the services and I want to make it clear that 
some of the services in accepting this bill are giving up some entitle- 
ment to certain phases of medical care, and dental care in some of 
the services. J think it is also true that their entitlement is also more 
or less academic because actually while they are entitled to it, they 
rarely receive it, or it takes so long to be able to get an appointment 
that it is practically nonexistent. 

I want to point out that at the present time it is estimated that 
40 percent of the dependents of all of the military services received 
no medical care, simply because it is not available where they happen 
to be. I hope the committee will bear in mind throughout the dis- 
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cussion of the bill the fact that we are talking about 40 pertent 
dependents who get, at this time, no medical care. Those are the ones 
for whom we have primary concern. Those are the ones for whom we 
hope to provide protection by the insurance title of this bill. 

I think it is important to note here that at the time President 
Truman submitted his compulsory health insurance bill to Congress 
approximately 10 years ago, only about 500,000 people in the United 
States had any coverage for hospitalization and medical care. Since 
that time, there are now in the United States 105 million people who 
have protection of 1 type of another. That, in a vast number of cases 
this medical care is paid for by the employer of the employee. Some- 
times by contribution of both, but the point is that 63 percent of the 
people now regard this as being such a necessary thing that it has either 
been bought by them or bought for them at this time. 

However, we are getting into a field in which there is no information, 
or practically none—very little information—as to the incident rate 
or the statistical information, that which you would generally term 
actuarial information. Throughout the consideration of the bill the 
subcommittee has kept in mind that it being a new program, with very 
little experience, that we should approach it very cautiously. We 
are aware of the fact that once you grant a benefit, you cannot reduce 
or eliminate that benefit, but once you grant a benefit you can at any 
time enlarge the benefit granted. I think it is highly important that 
we bear in mind that we not do something here that would grant a 
benefit that we would find later it was necessary to take away, because 
then instead of curing the situation we now have we would be aggra- 
vating it tremendously. 

Now, there are in existence two means by which you could take care 
of these dependents or by which you can grant medica] and hospital 
protection, in existence in the United States. One is by an indemnity- 
insurance program written by the insurance industry. That is a well- 
established system in the United States. It is indemnity in that 
they agree to pay not to exceed a certain amount of money for a 
certain period of hospitalization and things of that kind. 

There is also in existence a system which has wide coverage and is 
generally accepted throughout the United States, under which there 
is hospital or medical service available. That is the program generally 
written by Blue Shield and Blue Cross. Such a program is in existence 
on the Hill, as I am sure most of you know. 

Under a program of that kind, it is not a question of money limi- 
tation; it is a question of service limitation. The person who is 
protected under it is entitled to hospitalization generally for a period 
of about 21 days and in a semiprivate room. 

The association picks up the tab. They pay the whole thing. 
There are limitations on the income of the individual and so on, as 
to the surgeon’s fees and things of that kind, but we have those two 
big programs in existence in the United States. 

The bill as it came to us from the Department and as written by 
the task force would have made the insurance coverage on a strictly 
voluntary basis as to each individual member of the service. He 
could have taken the insurance or not, and of course he would have 
taken it or not depending upon the availability to him of medical 
facilities at which his dependents could be taken care of. He would 
have been required under that bill to bear 30 percent of the cost of 
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insurance as to his wife and cbildren. If he took it for his parents, 
parents-in-law, and other collateral dependents, he would have had 
to pay the full amount. 
he bill which we are reporting to you does not carry out that 
remium contribution on the part of the individual, nor does it make 
his coverage voluntary. The coverage would be for all members of 
the military service. Then automatically when the dependent of a 
serviceman required this attention, he would enter the hospital and 
would be automatically covered. 

Instead of the 30-percent contribution, we require here a $25 de- 
ductible provision. In other words, for the first $25 of any hospital- 
ization, that will be paid by the serviceman or the dependent so that 
only the one who gets the service would pay. The one who gets no 
service would pay nothing. Whereas under the 30-percent provision 
it would amount to about $48 to $50 a year, which for the lowest- 
ranking men would have been a substantial contribution and, for 
morale purposes I am fearful it would have been rather bad, con- 
stituting in effect a reduction in pay if he got the coverage. 

We eliminated the cost of administration, which would be very 
severe, in accepting the application, processing the application, issu- 
ing the policy, collecting the premiums, and all that sort of thing, 
and imposed the $25 deductible to prevent the abuse of the program 
by the malingerer who might want to spend a week in the hospital 
and things of that kind. 

We are able to process it without contribution for very near the 
same as it would cost the Government to have had the serviceman 
paying the 30 percent. 

I would like to ask Mr. Blandford to give us the differences in the 
figures. 

Mr. Buanprorp. The cost, Mr. Chairman, of course is unpredict- 
able at this point. 

Mr. Kixpay. Let us not get into detail on the various plans. My 
understanding is that the budget contains $76 million for the program. 

Mr. BLANDForRD. Yes, sir-. 

Mr. Kiupay. And with the 30-percent contribution figure, the 
figures ran within what bracket? 

Mr. BuanpForpD. Between $70 million and $85 million depending » 
upon coverage. 

Mr. Kitpay. That is where you have the contribution. By 
taking the $25 deductible and making it apply everywhere, the 
committee is interested in buying protection and not interested in 
building up a vast administrative system. Whatever we spend, we 
want to spend for protection. That is roughly about what it provides. 

The bill makes it mandatory upon the Secretary of Defense to 
secure either an indemnity contract or a service contract for the wife 
and the children of the military man. We must do that. He would 
have the discretion to enter into a contract to take care of dependent 
parents and parents-in-law—to do it or not as he saw fit. He could 
also do the same for the retired personnel. 

Our thought is if we throw Blue Shield, Blue Cross, and indemnity 
people into competition, that we will get a whole Jot more protection 
than if we bind the Department down to exactly what they have to do. 
We do not write the provisions in procurement contracts for goods and 
services in any other field, so here we do not do that. We give the 
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discretion to the Secretary to do these certain things, but he must 
take care of his wife and children. 

We do provide a minimum that he must contract for. The mini- 
mum is up to 365 days of hospitalization. That is a good deal in 
excess of the conventional protection that is available to people, at 
this time. My recollection is that 21 days of hospitalization with 
full care is about the customary policy of hospitalization 

One reason we want to get competition in this thing is evidenced 
right here. We were asking the witnesses about how much more it 
would cost to have 365 days total coverage as against the 21 days 
plus 80——— 

Mr. BLANpForD. It was 120 versus 365. 

Mr. Kiipay. 120 would be maximum for full coverage or partial 
coverage during that time. How much more would it cost to get 
coverage for 365 days? They felt that hospitalization in excess of 4 
months was so rare that they could throw in the balance—365 days. 

I hope that the Secretary will get a lot of other things thrown in 
when they get into competition and they begin to split this $76 
million. 

The CHAIRMAN. Suppose we take up section 201 (c) of the bill. 
That is what I think the committee has been disturbed about due to 
the fact that yesterday some representative of the Ameridan Medical 
Association called to see myself and Mr. Short and they are a little 
apprehensive that the option there might be so construed as to classify 
the camel getting his nose under the tent with reference to socialized 
medicine. 

Mr. Krupay. Mr. Chairman, I think by all means this should be 
discussed. The representative of the American Medical Association 
was at my office vesterday when I was on the floor, and I talked to 
him this morning. I told him frankly | thought the amendment 
should be offered in the committee so it could have full and complete 
discussion. I was frank in saying that I would not support the 
amendment to eliminate it, but I thought the discussion should take 
place and I felt there should be a vote on it. 

This provision reads—first, it grants free choice to the dependent 
it is at page 9, beginning at line 6. 

Mr. BLanprorp. Mr. Chairman, may I interject at this point to 
clarify one point: What you are talking about here are the dependents 
who will definitely be covered, and that is the wife and children of 
active-duty personnel. We are confining ourselves to that portion of 
the dependents, now, when we speak of this free election choice. 

Mr. Kixpay. It reads: 

The dependents covered under this section may elect to receive medical care 
under the terms of this act in either the facilities of a uniformed service under the 
conditions specified in title I of this act or in the facilities provided for under such 
insurance, medical service, or health plan or plans, as may be provided— 

This is the important part, from here on— 

except that the right to such election may be limited under regulations prescribed 
by the Secretary of Defense, after consultation with the Secretary of Health, 
Education, and Welfare, for such dependents residing in areas where the member 
concerned is assigned to a post or installation of a uniformed service where 
adequate medical facilities of a uniformed service are available for such dependents. 

This controversy—if you can call it that, and I guess it is—reflects 
two opposing fears. There is the fear on the part of the military 
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doctor that all of the dependents will go to civilian hospitals. It 
then reflects the fear on the part of the American Medical Association 
and others that all of the dependents will go to military hospitals. 
The issue that we have, here, is the groups here. 

The view of the military doctor is based upon the fact that he does 
not want to be a part-doctor. He wants to be a full-doctor. Surely 
the doctor we want in the military service is the man who wants to be 
well-rounded in his profession. 

The military doctor feels that it would be a very dreary life for him 
to be sitting in a hospital waiting for the healthiest group of young 
men to crack up or be run over by a tank or something, and be patched 
up, and that he would have no opportunity to remain abreast of the 
times in medicine as to children, crippled children, women, retired 
people with the diseases of old age and things of that kind. He wants 
to keep a proper number of dependents and retired people so that he 
will be a well-rounded doctor. 

Mr. SHort. Will the gentleman yield right there? 

Of course, if a doctor had been around all week and performed a 
tonsillectomy or appendectomy on Thursday, he would not know 
much about what went on during the rest of the week, would be, 
Monday, Tuesday, or Wednesday? That is the whole point. 

Mr. Kiupay. That is true. We must remember that in every 
military hospital you have a career military doctor, and serving 
alongside of him is the Reserve doctor who has been under compulsion 
brought into the service. The career military doctor wants to retain 
the material which will keep him abreast in his profession. The 
Reserve, who is on duty temporarily is pretty much irritated at the 
thought that he has been called away from private practice to take 
care of dependent women and children, so you have that difficulty. 

The American Medical Association wants to maintain absolute 
free choice. My personal view is that both of them are overly 
excited, that there is not the great danger to either one of them. 

I feel that whether an individual goes to a service hospital or to a 
civilian hospital will depend upon the circumstances in which that 
individual finds himself at the time that he leaves the service. In 
other. words, among the civilians, a person goes to a doctor because 
they have heard of him. They have heard him talked about. They 
have heard his reputation discussed. A woman expecting a baby 
has a number of friends who have recently had babies who knew the 
doctor who took care of them, and they knew everything came out 
all right and they naturally want to go to that doctor in the community. 

On the other hand, the military personnel is uprooted from their 
home communities and if they are living on a military base they have 
none of those civilian contacts. If they do not have quarters on the 
base, they are out in the civilian community where they meet the 
people and hear these things talked about. 

On the base, where they have no civilian connections, they probably 
go to the military hospital and the others go to the civilian hospital, 
and if we get just a little bit of time on this thing, without people 
seeing specters and spooks, I think it will work out all right. 

Now, the overriding reason why I think the committee is right in 
putting this provision in, goes back to the fact that I asked you to 
remember, that 40 percent of the people who get no coverage now 
are the people we want to take care of. Those are the people this 
bill is designed to cover. 
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All of our testimony before the subcommittee, all of the figures we 
bring you as to costs, are based upon 40 percent of the individuals 
being covered by this program, the 40 percent who would utilize the 
service granted, here, where they get none now. 

Then bearing in mind that you can always expand benefits but you 
cannot reduce them. 

Mr. Suort. How true. How true. 

Mr. Kitpay. We have this situation: If it should be that, instead of 
costing $76 million, if there is no control in the early days of this and 
there should be a stampede to civilian hospitals—which I do not think 
will happen—if it should happen, we must be most cautious, and if the 
program goes up to $100 million, I think we have killed the bill. In 
other words, this is a more or less reasonable provision, that where you 
have a hospital in operation, and not on the theory of availability that 
applies as to whether Government quarters for an officer are suitable, 
that the theory here, in this provision is whether there is space at this 
particular hospital for this particular dependent, the particular de- 
pendent going to this particular military hospital. 

Now, after the program has been in operation for a while, I am sure 
it will work itself down to a normal level and we will have no difficulty. 
But when we are talking about what this thing is going to cost—and 
our figures are all based on 40 percent of the dependents and not on 
100 percent—we cannot leave it open ended. We have got to have 
something in here to keep from destroying our own purpose. 

Now, that is my attitude on it. 

The American Medical Association does not agree, and other 
witnesses, witnesses who were most helpful to us, they are also con- 
cerned about this. 

The Cuarrman. Mr. Kilday, may I ask, is there an amendment 
here proposed by the American Medical Association? 

Mr. Kiupay. Yes. 

The Cuarrman. Let us have the amendment read. 

Mr. Suort. First, Mr. Chairman, I think I express the senti- 
ments and opinion of every member of this committee on both sides, 
the majority and minority, when I say we are most fortunate in having 
on this committee, a man of the highmindedness and outstanding abil- 
ity of Paul Kilday. I want to express my deep and sincere appreci- 
ation to him for his hard work, his efforts, his patience and tolerance, 
his sanity—his thinking is sound, he is looking far down the road and 
wants to do no harm to anybody. ‘ 

I also at the same time want to congratulate the American Medical 
Association, because doctors are becoming politicians these days and 
there is a somewhat reasonableness among them that you did not find 
a few years ago. They are learning. They live and learn. These 
doctors can learn. Maybe some from this committee. 

I have here a letter. It is a very fine letter and it is only two pages 
long. Perhaps it should be read, but I certainly want to ask unani- 
mous consent that this letter addressed to me by Dr. George F. Lull, 
secretary and general manager of the American Medical Association 
be included in the record. 

The CHAIRMAN. Suppose we have Mr. Blandford read this letter. 

Mr. Suorr. This is the other side of it and it won’t take long. I 
want this spread before the members of the committee. 

Mr. Buanprorp. I think everybody has a copy. 
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The CHarRMAN. Just put it in the record. 


Mr. Sort. That proves they are even better politicians than I 
thought. 


Mr. Suorr. Let us put it in the record. 
(The letter referred to follows:) 


AMERICAN MEDICAL ASSOCIATION, 
Chicago 10, Ill., February 17, 1956. 
Hon. Dewey Suort, 
Armed Services Committee, 
House of Representatives, Washington 25, D. C. 

Dear Mr. SHort: I would like to take this opportunity on behalf of the 
American Medical Association to express our appreciation for the opportunity to 
work with the Kilday subcommittee on the development of a fair and equitable 
military dependents medical care bill. 

We were gratified to note that H. R. 7994, as it appeared in the first committee 
print, adopted some of the recommendations included in our testimony which was 
presented on January 25, 1956. 

We are, however, very much concerned to find that the second committee print 
has a section which we feel might nullify a large part of the original purpose of this 
bill. Our understanding was that this bill was designed to provide a uniform 
program of medical care for military dependents so as to create and maintain 
high morale and to encourage reenlistment in the Armed Forces of both enlisted 
men and officers. 

Although the American Medical Association has not taken a position as to 
whether medical care for dependents is a proper emolument of military service 
we are glad to work with the Department of Defense and your subcommittee in 
formulating the most constructive type of program possible. 

The provision to which we object was not, according to our information, con- 
sidered necessary by the Office of the Assistant Secretary——Health and Medical 
or the Department of Defense or the Secretary, It is as follows: 

“Sec. 201. (c) The dependents of members of a uniformed service covered 
under this section may elect to receive medical care under the terms of this Act 
in either the facilities of a uniformed service under the conditions specified in 
Title I of this Act or in the facilities provided for under such insurance, medical 
service or health plan or plans, as may be provided, except that the right to such 
election may be limited under regulations prescribed by the Secretary of Defense, 
after consultation with the Secretary of Health, Education, and Welfare for such de- 
pendents residing in areas where the member concerned is assigned to a post or in- 
stallation of a uniformed servicé where adequate medical facilities of a uniformed 
service are available for such dependents.”’ 

The italicized wording would have the effect of saying that the serviceman’s 
dependent could only elect civilian care when military facilities in his area were 
crowded or unavailable. This would mean that the wife of a serviceman residing 
near a large military installation, with the usual military hospital facilities, could 
not elect a civilian physician for herself and her children. 

Under these conditions a young serviceman’s wife, pregnant for the first time 
and living near a large military installation, could not go home to her mother and 
have her baby delivered by her family physician except at her own expense. We 
feel that this restriction in the projected military dependent care bill is not in the 
best interests of the serviceman and his dependents. 

In a program such as this our organization is of the opinion that emphasis should 
be placed on the utilization of civilian facilities and personnel. Thus, we are 
obviously unalterably opposed to a provision which would even limit free choice 
in the supply of medical care. In our opinion such a provision is contrary to the 
American tradition and not in the best interest of the service members or the 
patients. 

We understand that the inclusion of the language in section 201 (c) was allowed 
by the subcommittee in the belief that — 

(1) to permit the choice of contracted-for services in the vicinity of military 
medical facilities would incur an added expense to the military medical 
budget; and 

(2) to permit servicemen to choose contracted-for medical care for their 
dependents in areas where military facilities are located could deprive mili- 
tary physicians of a broad spectrum of medical practice and thus discourage 
physicians from seeking a career in the military services. 
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In this connection we would like to state that if medical care is to be provided 
for dependents of servicemen, whether it is received in military hospitals or in 
civilian facilities, there will be an expenditure of money required. 

This then brings into focus the question of the comparative cost of military and 
civilian medical care. There is no sound reason to assume that medical care 
rendered in military facilities would be less expensive than care provided in 
civilian facilities and by civilian doctors under the programs considered to date. 
While it is impossible to obtain complete and accurate cost figures in this regard, 
we are impressed by the figures developed at the request of the Hoover Commis- 
sion in 1954 and 1955. 

Speaking now to the argument that to permit servicemen to choose civilian 
facilities in areas where military facilities are located would improperly limit the 
medical practice of military physicians, you are referred to the public hearings on 
this bill when it was developed that approximately 60 percent of the dependents 
of servicemen would continue to receive care in military facilities. 

Various representatives who testified at that time were asked by your com- 
mittee to furnish cost data on the basis of covering approximately 40 percent of 
military dependents. Since there will be approximately 60 percent of the depend- 
ents treated in military medical facilities.there should never arise any scarcity of 
the full spectrum of medical practice for military doctors. 

In section 201 (c) you will note that the right to choose civilian medical services 
could be revoked in areas of posts or installations where adequate military medical 
facilities are located. The world ‘area’ could be interpreted in many ways. 

If the interpretation of ‘“‘area’’ should be made on a liberal basis by the Depart- 
ment of Defense, then nearly all dependents could be required to be cared for in 
military and Public Health Service faci ities. 

The American Medical Association wants the committee to know that we 
have not opposed this legislation. The military services, the Defense Depart- 
ment and the committee staff are well aware that we have cooperated actively 
in trying to work out a program that the doctors of the country, in and out of 
service, could wholeheartedly support. 

We hope that sufficient change can be made in the present draft of H. R. 7994 
so we can report to the medical profession that it will give military dependents 
satisfactory medical care. 

It is our recommendation that you omit from section 201 (c) that portion 
underlined on page 1 of this letter. 

Sincerely yours, 
(Signed) George F. Lull, 
GeorceE F. Lutu, M. D., 
Secretary and General Manager. 


The CHarrMan. Have you the amendment that the American 
Medical Association presented to the subcommittee? 

Mr. BLanprorp. Before the committee takes action on the proposed 
amendment, may I just explain for the record exactly what this pro- 
vision does that is now in the bill. Because I think it must be clearly 
understood what the congressional intent is with regard to the limita- 
tion on the right of election. 

First, it limits the right of election, only with regard to wives and 
children who must be covered under an insurance or medical service 
or group health plan. That is the dependent they are talking about 
at this point, which is the vast majority of them. 

Secondly, I want to emphasize that the right of election is vested, 
subject to limitations that may hereafter be imposed by the Secretary. 

Now, that is a little reverse English. In other words, the depend- 
ent will not have the right of election ‘‘after’’ the Secretary acts. The 
dependent has the right of election until the Secretary acts. That 
does become an important distinction. 

Now, note also that the dependent that they are talking about must 


be residing in areas where the member concerned is assigned to a post 
or installation— 


of a uniformed service where “adequate medical facilities of a uniformed service 
are available for such dependents.” 
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Now, that language was very carefully drafted. 

Now, may I call your attention to one portion of the letter from the 
American Medical Association: 

The underscored wording would have the effect of saying that the serviceman’s 
dependent could only elect civilian care when military facilities in his area were 
crowded or unavailable. This would mean that the wife of a serviceman residing 
near a large military installation, with the usual military hospital facilities, could 
not elect a civilian physician for herself and her children. Under these conditions 
a young serviceman’s wife, pregnant for the first time and living near a large 
military installation, could not go home to her mother and have her baby delivered 
by her family physician except at her own expense. We feel that this restriction 
in the projected military dependent care bill is not in the best interests of the 
serviceman and his dependents. 

I wanted to comment on that particular provision because they 
have misconstrued the statute that is proposed here, or the bill, and 
I think the intent of Congress should be clear. 

We have stated that the dependent must be residing in the area. 
If the dependent goes home to mother, the dependent is not residing 
in the area. 

Now, that is going to become particularly significant in obstetrical 
cases. Particularly significant, because there is where a large number 
of military hospital admissions take place. Two hundred one thou- 
sand babies were born in military facilities last year. 

The Cuarrman. I want to comment just briefly on the word 
“residing.”’ 

When a person resides and has a fixed domicile at a certain place 
and the mere fact that they are away, does not change the residency. 

Now, if that is what you are basing it on, I am afraid you have to 
change the word “‘residing,” because you reside, for instance, in Wash- 
ington, and yet the woman may be from Georgia and she w ould go to 
Georgia to have her baby, with her parents, and her residence is 
Washington. 

Mr. Cote. May I point out Mr. Blandford’s interpretation of the 
meaning of this section, if it is correct—an interpretation with which 
I do not agree, but assuming you are correct, then it would be possible 
for any person to defeat the purposes of this act whether it is for a 
baby or a broken nose or anything else. 

Mr. BuanpForp. We recognize, Mr. Cole, the intent of this bill is to 
give medical care, basically to those people who do not have medical 
care available to them today. 

Now, if a person should be in his own hometown and should be hit 
with an automobile and should be residing in Washington, would you 
say then that the person could not go into a civilian facility? It is the 
same sort of thing. That this medical care is available to the person 
in an area where there is no adequate military facility available for 
them. 

Mr. ArENDs. Let me ask a question right here. 

There is a place outside of my district where they have ample hos- 
pital facilities. Many of the boys live 15 miles away where they have 
a splendid up-to-date hospital. Now, what is the situation? How do 
you define that? Is the wife supposed to go down to the facility at the 
new field for her care or can she have it at the hospital where she 
normally would go to, right there, who has a civilian doctor? 

Mr. BuanpForp. I think we have to approach this whole subject 
from the viewpoint that you are going to have to have reasonable 
administration. 
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Now, this has to be a limitation general in nature, because we are 
dealing with an unpredictable trend. We do not know what the 
trend is going to be, as Mr. Kilday has pointed out. We do not 
know if there is going to be a general exodus from military facilities 
into civilian facilities. Only experience will dictate that. 

Now, this language was put in here purposely to give the Secretary 
some method of control to keep this from becoming a runaway pro- 
gram in the event that should develop. 

Mr. Rivers. In either direction. 

Mr. Buanprorp. In either direction for practical purposes. 

Now, bear in mind, and I think this is important: The bill when 
it started out was based upon a voluntary contribution on the part 
of the individual. At that point, you could make some type of 
prediction. 

You could assume that the person who was living in an area where 
there was no military facilities, would elect to be covered. 

The unfortunate part is that the individual who should have been 
covered would have been the very individual who would not elect to 
be covered. The irresponsible individual. 

Then we got into the administrative costs. The individual who 
would move to an area where there was a military facility and cancel 
his insurance. Then he would go overseas. The withdrawing of the 
policy, initiating the policy, withdrawing the allotment, including the 
allotment, and so forth. 

We had the experience in World War II where we learned from the 
administration of the insurance program, a voluntary insurance pro- 
gram, the cost of administration exceeded the cost paid for insurance. 

Mr. Kixipay. I want to point out that the fear expressed in the 
letter, the portion that Mr. Blandford just read, the same fear was 
expressed to me on the phone this morning by Dr. Walsh of the 
Medical Veterans Association, and Dr. Walsh has been most helpful 
to us on this and other legislation. 

I think that fear proceeds from the fact that they are talking about 
the bill as offered and not the bill as reported by the subcommittee. 

Mr. BLANDFoRD. Yes, sir. 

Mr. Kixtpay. In other words, as pointed out here, the woman 
expecting her baby might go home in the sixth month of pregnancy. 
Most Texans do that. They want their kids born in Texas and they 
go home. But that would have been true, if we would have had the 
voluntary participation and payment of 30 percent of the premium 
because he would be covered in Washington where he was living, if 
the mother went home to Texas and she had no coverage there under 
that program, programs, but here it is entirely different. When the 
individual checks into a hospital, bingo. That individual is covered. 
She could spend 3 months one place, 3 months another, and the last 
3 months somewhere else and she is covered by the insurance wherever 
she goes. 

Mr. Suorrt. I agree that neither the military or civilian doctors 
would be hurt nearly as badly as they anticipate. I think we all 
agree with Mr. Kilday, it would take time to work this out. But it 
seems to me just a little silly for us to go out and draft these doctors 
and dentists—and we all know the criticism—we are keenly and pain- 
fully aware of the criticism that we receive by drafting doctors and 
dentists into the armed services. 
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Now, why go out and draft them in—a practitioner with a good 
practice, too, a lucrative practice, covering all types of diseases and 
cases—and then leave it up to the dependents to elect to run away, 
as Mr. Blandford says, run away from the services to a civilian hospital, 

We are paying those doctors money. We have already hired them. 
And then to let them go into a civilian hospital, we are paying doubly. 
We have got to think of the taxpayer in this and we have to keep up 
the ost of the physicians and dentists in our armed services. 
If we do not, we will defeat the whole thing. 

Mr. Kiupay. All this is, is a check valve. If the law goes into 
effect, let us say, and the Secretary does nothing, there is absolute 
free choice as to where you are going to go. If it goes as I think it is 
going to be—and in this field we have a little e xperience —in maternity 
cases we have experience. Most of us have forgotten the maternity 
and child care program that we had during the war, under which the 
wife of a serviceman could go into a Government hospital, a military 
hospital for a child to be born, or she could go to the practitioner in 
her community, and the Government picked up the tab on the basis 
of the predetermined fees. We had a pefect distribution. Nobody 
complained. The military doctor had all the OB experience he needed 
to have and the private practitioner had more people than he could 
take care of and it all worked out. 

But, if it should be that they all start running into the civilian 
hospitals, then what is the cost going to be? We have $76 million 
in the budget. The Secretary is going to be able to expand the cover- 
age, depending on how much competition he gets from the different 
people who want to get in on this $76 million. But if it should run 
away and cost twice $76 million, then you have defeated the purposes. 

Mr. Rivers. We worked a long time on this bill and you must 
remember we are talking about that 40 percent who aren’t covered. 
That is what Mr. Kilday’s figures are based on. Everyone in Con- 
gress will be in favor of this amendment when we realize this, that 
we have to give the Secretary of Defense some discretionary authority. 
We have to presume that the Secretary of Defense is not going to see 
this thing go far to the right or to the left. And as Mr. Kilday has 
said so ably and so amply, we have to have liberality and I think we 
have seen things here that don’t exist. We will go into this slowly 
and deliberately. This is the best we can do with all the brains on 
the committee. 

Mr. Devereux. Mr. Chairman, this whole program will be sub- 
ject to review and I am sure Mr. Kilday’s subcommittee will go into 
it very thoroughly as the program works out. 

Now, the question about people running away from military instal- 
lations and going back home, I think that is something not founded 
on facts because they would have to pay for their transportation 
home and back again and I do not believe we should be worried 
about that, particularly. 

But, I would like to ask this question: In special cases where the 
military facilities were not prepared to take care of them, then I am 
sure that that would be covered by the latitude allowed by the 
Secretary of Defense, would it not? 

Mr. Kiupay. As the bill stands, in that instance, automatic choice, 
absolute free choice, unless after the law became effective, the Secre- 
tary would provide by regulation for going into the service hospital, 
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but that regulation is limited here to the point where that particular 
dependent must be accepted in that particular hospital. 

Mr. Rivers. How does he get there? 

Mr. Devereux. I am talking about certain cases where they 
would not have the adequate facilities to take care of a special case. 

Mr. Kitpay. Automatically it is covered in this protection. With 
regulation or without regulation. 

Mr. Winsteap. Mr. eseeey I am not quite clear on this cover- 
age. As I understand, when an individual goes into the service he 
has a right to request outside coverage. 

Mr. Kitpay. The minute he becomes a member of the armed 
services he is covered. 

Mr. Rivers. By one or the other. 

Mr. Winsteap. In other words, they buy coverage—— 

Mr. Kitpay. The Government buys the coverage. 

The CuoarrmMan. The Government picks up the check for every man. 

Mr. Kixtpay. That is not unusual. In 70 percent of the instances 
in which employees are employed in private industry, the company 
picks up the check; 70 percent. 

Mr. Winsteap. If he goes into the military hospital, does the 
insurance company pay anything back to the military hospital? 

Mr. Kinpay. No. 

Mr. Winsreap. It is just a coverage in case he should go into the 
private. 

Mr. Kixpay. In the bill that came here from the Department 
we would have had all the bookkeeping of requiring the insurance 
company to pay the Government and securing appropriations and so 
forth. The premium is subject to adjustment. 

Mr. Coxe. Mr. Kilday, who determines the adequacy of the facili- 
ties, the patient or the manager of the hospital? 

Mr. Kintpay. This provides that the regulation would cover that, 
the Secretary’s regulation. If the Secretary saw fit to impose a 
regulation—which he need not do unless he wants to—then he would 
spell out in the regulation the circumstances. 

Mr. Cote. I am asking a question to somewhat guide the Secretary 
in making those regulations. Does Mr. Kilday and his group feel 
that possibly the Secretary might permit the patient to determine 
the adequacy of the facilities? 

Mr. Kixpay. I doubt that. I wouldn’t want to represent that at all. 

Mr. Coxe. That is a point. The patient could say, “You can put 
me in a ward, but I don’t want a ward; I want a private room.” 

Mr. Kitpay. I don’t anticipate the Secretary making a contract 
where every patient will get a private room. The idea of private 
rooms is pretty well out of the picture even in private hospitals. 

Mr. CunninGHAM. In the event the Secretary should issue a regu- 
lation under this provision of the bill, would he designate the particular 
area only that it applies to, or would the regulation when issued apply 
to every installation in the armed services? 

Mr. Kixupay. I have not studied it with that point in mind, but I 
would think he would have latitude in it. 

Mr. BLanpForp. It would have to be on an area basis, Mr. Cun- 
ningham, because it is obviously going to be selective in nature. 
We know that there are adequate facilities in certain areas. Right 
now you know that there are inadequate facilities in certain areas. 
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For example, you take some areas of this country, even the military 
hospital that is there is not adequate to take care of dependents. It 
is very obvious. 

Mr. CunnincHam. I agree with that, but under this language, 
couldn’t he issue a regulation and say it applies to every area? 

Mr. Rivers. I don’t think so. 

Mr. BLanpForp. It is intended to be selective. I think the record 
should show it is intended to be selective and it is intended to give the 
Secretary the right to apply the brakes when it becomes obvious that 
brakes should be applied. 

Mr. Kinpay. I think at this point, Mr. Chairman, it should be 
pointed out that in an area like Washington, every military man 
stationed here knows at what hospital he is going to be taken care of. 

There is another thing, there: Included in this 40 percent, perhaps 
a great portion of it, the wife and children of the fellow who is sent to 
Germany, Japan, or somewhere, and his family stays home and goes 
out to some country town, or anywhere in the United States, nowhere 
near a military installation, those are the people who are really in the 
tight spot. The head of the family is gone overseas, you’ve got him 
wondering what on earth has happened to his wife and kids and we 
are proposing something here that no matter what the situation imght 
be in the United States, the wife and children can check into a civilian 
hospital and be taken care of. 

Mr. Witson. Mr. Chairman, I worked as a member of this sub- 
committee and just a word of history on how this provision happened 
to be written. Originally, the first section eliminating—except for 
the section that the AMA wants to have eliminated, was how the 
committee approved it. Il was very much impressed when the Sur- 
geons General came in and said it was in favor of civilian hospitals. 
They said, “What about installations like Quantito, what about some 
of these other installations where there are adequate facilities and 
there are some of the families living on bases, why should the depend- 
ents be allowed to go off to a private physician.?” 

We tried to write the amendment originally, which is the latter 
part of this paragraph—we tried to write it so it would first cover the 
men ‘living on that base and that wasn’t suitable. Then we tried to 
cover the men who are stationed on that base so if they live in the 
area—that was the intent. And finally it got out to this point where 
it eliminates all choice except in very exceptional cases. 

I was very much impressed that there should be some leeway there 
that the services would have where regulations could be written if 
there are adequate facilities. Such as Air Force bases and so forth, 
but to just give the services blanket right to write regulations I think 
isn’t going to give the free choice that is necessary. 

Now, I’ve got just a very minor amendment that I think would 
solve this and I would like to suggest it for consideration. That 
would be on line 17 on page 9 of this section we are talking about. 
Line 17, after the word ‘service,’ we put ‘‘at such post or installa- 
tion.” 

That would say then to take care of the problem brought out by 
the Surgeon General, that any family where the man is stationed at 
Quantico, for example, if they live in the area and there is a hospital 
available, then they will be required to go to that hospital. But as it 
is written now, it will cover situations such as here in Washington 
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where the service facilities are crowded, where many of the 40 percent 
who are not getting medical care actually are residing—I know of 
many cases of people who live here who are entitled to medical care 
at service hospitals who aren’t getting it today. I would like to 
suggest that as a possible compromise amendment. 

Mr. Kitpay. I don’t believe that takes care of the situation, Mr. 
Chairman. 

Mr. Wixson. It takes care of the problem brought out by the 
Surgeon General. It takes care of the bases that have a hospital 
and they are concerned about, under this free choice provision, the 
dependents not going and taking advantage of those facilities that are 
available. But it does offer a free choice to such areas as in my 
hometown, for example, of San Diego, where there is a large naval 
hospital, but many of the 40 percent are not getting medical care 
because there just isn’t any way to take care of them at that Navy 
hospital. 

The CuarrMan. Now, I think the way to make this clear is for 
Mr. Short, as he has stated he desired to do so, to present the 
American Medical Association’s amendment. 

Mr. SHort. I offer that amendment, Mr. Chairman. Not because 
1 am for it, but I offer it out of a sense of fairness to the American 
Medical Association to bring the issue before members of the 
committee. I think we should vote on it. 

Mr. BLanprorp. The amendment would be, on page 9, line 11, 
strike out the comma, insert a period and strike out the remainder 
of the subsection. 

The CHarrMaN, All in favor of the amendment when their name 
is called vote ‘‘Aye’’ and those opposed, vote ‘‘No.” 

Mr. Arrenps. When we say “area,” is the thought that we might 
draw these people out of a given area? The possibility then arises 
that we will enlarge facilities at a certain base and so on and so forth. 
I think that is an unfounded fear. I wondered whether we mention 
anything like that in the report. 

Mr. BianpFrorp. If I may read to you from Mr. Kilday’s statement 
which is inserted in the record, I would like to read this language 
which will appear, paraphrased in the report. 

I think I should say now this bill does not contemplate any new expansion of 
facilities for the uniformed services, nor on the other hand does it contemplate 
any reduction in the medical facilities of the uniformed services that are now in 
existence or are now being planned. What the bill recognizes is the fact that an 
estimated 40 percent of the dependents of our active duty personnel do not now 
receive medical care from facilities under the jurisdiction of the uniformed services. 
This has created a serious morale problem and undoubtedly contributes greatly 
to the decision on the part of many individuals not to make the service a creer. 

The bill recognizes the fact that medical care in service facilities today is based 
upon the chance of assignment, so that individuals who are fortunate enough to 
be in an area where there is a military medical facility receive some medical care 
at Government expense while others in areas where there are no military medical 
facilities are not able to receive medical care at Government expense. 

We have always held out, as an inducement for making the service a career, 
free medical care for dependents. We have not been able to fulfill that obligation. 

The Cuatrman. Let’s vote. All in favor of the amendment laid 
before the committee for its consideration by Mr. Short, when your 
name is called, vote “‘Aye’’ and all opposed vote “No.” 

(Rolleall.) 

Mr, Smart, Mr. Chairman, on this vote there are 28 nays and 2 
ayes. 
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The CuarrMAN. The amendment is rejected. 

Mr. Brooks. May I ask a question there? I don’t know whether 
I have an amendment or not until I ask a question. 

I wanted to bring out this thought. There is in all of these hos- 
pitals, these service hospitals—and, of course here in Washington 
more than elsewhere—a group of people who are entitled to considera- 
tion, and yet they are not entitled necessarily to all periods of hos- 
pitalization. I refer especially to the retired member of the uni- 
formed services. 

I have noticed in hospitals where retired men have reached advanced 
age and they are not well, they don’t feel well, some of them stay for 
years in these hospitals, when ac tually what they do need is more in 
the nature of a convalescent home. 

Now, what has your committee done in reference to that? I know 
at one time Walter Reed had, I believe a full floor or almost a floor 
set aside for those people who had been there, some of them, for many 
years. 

Now, it is on page 9, section 202. 

Mr. BLanpForp. The one where it is handled, Mr. Brooks 
page 12. 

Mr. Kitpay. I don’t want to get into a long discussion about being 
able to attract and hold men like we used to, but I think the thing that 
the services have lost, or that has hurt them more than they suspect, 
is that they have lost ‘the old saying that used to exist in the services, 
“The Army takes care of its own, and the Nav y takes care of its own.” 

That was always a great selling point and it held lots of people. 

In recent years, what Mr. Brooks has stated is correc t. There has 
been a constant diminishing of care for really superannuated people 
who served a long time. [ have run into personally two very bad 
cases with reference to it. A man who in World War I was a very well- 
known commander and then served after the war as a corps area 
commander until the time of his retirement and reached the point 
where he required care. The military hospitals eed t keep him 
and they wanted him put into a Veterans’ Administration mental 
hospital, which to me was most revolting. That a man could serve 
40 years and have an outstanding reputation as a soldier and today 
under the stigma of being plac ed in a mental hospital, it was to me 
revolting. 

More recently there was the case of a very old retired man who was 
suffering from cancer and because he needed maximum hospitalization 
they had to take him out of a military hospital. 

I think the recurrence of those cases have caused the services to 
lose one of the most attractive things they ever had. It is the idea 
that when I am old and have nobody to take care of me 
that I served is going to take care of me in my old age. 

Now, we have attempted to domething about that here. 

It is section 303, where it reads: 





, is on 


, the service 


Where a dependent, or retired member as defined in this act, who is covered 
under an insurance, medical service, or health plan or plans, as provided in this 
act, requires hospitalization beyond the period of time provided under such plan 
or plans, such dependent or retired member may be transferred to a medical 
facility of a uniformed service for the continuation of the necessary hospitalization 
Where movement to such medical facility is not feasible, the expenses for the 
additional hospitalization required by such dependent or retired member in a 
civilian facility are authorized to be paid, subject to such regulations as the 
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Secretary of Defense after consultation with the Secretary of Health, Education, 
and Welfare, may prescribe. 

May I point out that this bill was offered yesterday. 

Mr. BLanprorp. Line 3, page 2. 

Mr. Kiupay (reading): 

Except that a retired member who has completed not less than 30 years of 
active service shall, upon request, be furnished required medical and dental care 
in a medical facility of a uniformed service subject only to availability of space, 
facilities, and capabilities of the medical staff. 

Mr. Brooks. Mr. Chairman, I asked a question and I am not going 
to push it further. I know it presents a real problem, but I think 
men like that are better cared for, not in a hospital, but in some sort 
of convalescent home. 

I have been out to Walter Reed when they couldn’t take care of 
the battle casualties but yet had to take care of men who really 
should have been in convalescent homes. That is the reason that I 
thought I ought to ask the question. 

Mr. Kiupay. They have a legal right under this and it is sufficiently 
flexible. 

Mr. Osmers. Mr. Chairman, I wanted to point out that in the copy 
which I have here on page 2, line 23, there apparently is no provision 
for lawful wives being cared for. 

Line 23 on page 2— 

The term ‘‘dependent”’ shall include (A) his unlawful wife— 


and makes no provision for the lawful spouse. 

The CuatrMan. Without objection it is corrected. 

Are there any further amendments? 

Mr. Doyue. Mr. Chairman, I have a question of Mr. Kilday. 

Mr. Kilday, you will remember I expressed my interest in what 
might go into the bill as to widows of the deceased military personnel. 
May I ask the intention of the bill as rewritten, on that subject. Are 
they covered? 

Mr. Kinpay. Page 3, subsection D is where it is defined. 

Mr. Suort. That is in conformity with our veterans’ law. 

Mr. BLanpForp. May I explain for just a moment the distinction, 
Mr. Doyle? 

Mr. Doyte. Please. 

Mr. BLanprorp. We have always in this Nation recognized an 

obligation to provide dependent medical care for the unremarried 
widows and children of active duty personnel who died on active duty. 
Now, that is different from the veteran. But, a man who was killed 
in active duty, his wife and children have always been entitled to 
hospitalization on a space- and facilities-availability basis. We have 
preserved that. Now, let’s take the next step over to the insurance 
coverage and I think we must understand this thoroughly. What 
we have done in this bill is say to the Secretary: 
You will enter into an insurance program, medical service, or group health plan, 
that will protect the wives and children of active-duty personnel. Based upon 
your experience which you get from the operation of that program you are also 
given discretionary authority to enter an insurance plan for retired personnel, 
dependents of the retired personnel, dependent parents and parents-in-law, and 
the wives and children of active-duty personnel who die while on active duty. 

We have fully covered them, we have taken nothing away from 
them and we have covered them so they can be protected. It has 
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to be discretionary because we are dealing in this untenable, unknown 
factor of trends. We don’t know what the cost is going to be. 

Mr. Price. Why must it be discretionary? Why not mandatory? 

Mr. BuLanprorp. If we make it mandatory, the cost may be 
astronomical, we do not know, yet. 

Mr. Van Zanpt. Does this in any way affect Veterans’ Adminis- 
tration hospitals? 

Mr. BuLanprorp. No, sir. In only one possible way could it and 
that would be for the retired member with over 30 years of service 
who under an executive order might be required to be transferred to a 
Veterans’ Administration hospital, and we try to protect that man 
who has served his Nation for 30 years by allowing him, if there is 
space and facilities available, to continue to be hospitalized in a 
service facility. 

Mr. Van Zanpt. Does he go into that hospital as a veteran rather 
than a retired member of the armed services? 

Mr. Buanprorp. If he is sent to a veterans’ hospital it will normally 
be at bis own request because there is no service for him in a service 
hospital. He must waive a portion of his retired pay and take some 
VA compensation. 

Mr. Van Zanpt. Would Veterans’ Administration be compensated 
then for his hospitalization? 

Mr. Buanprorp. They have their own system of cross-costing. 

Any retired person, I think, goes in as a veteran and therefore is 
covered under Veterans’ Administration appropriations because he 
is then drawing a portion of his compensation from the VA and quali- 
fies in his own right for hospitalization in a VA hospital. 

Mr. Parrerson. You have said that a retired officer who is to be 
transferred to a Veterans’ Administration hospital waives a certain 
part of his pay? 

Mr. BLaNnpForp. In order to qualify to go into a Veterans’ Admin- 
istration hospital he must be a veteran under the Veterans’ Adminis- 
tration laws and in order to qualify for that, he waives a portion of 
his retired pay—say 10 percent of his retired pay which might be 
equivalent to 20 percent compensation from the VA, and that qualifies 
him for admission. . 

Mr. Kiipay. He doesn’t waive. He elects to receive from the 
Veterans’ Administration that portion. 

The Cuarrman. Mr. Kilday moves that— 

Mr. Patrrerson. He doesn’t lose any money upon his transferral? 

Mr. BLANpForp. No. 

Mr. Van Zanpt. Mr. Kilday moves that H. R. 9429 be referred to 
the House with recommendations duly passed. 

When your name is called, all those in favor of the bill vote “aye” 
and those opposed vote ‘‘no.” 

(Rolleall.) 

Mr. Smart. Mr. Chairman, on this vote there are 34 yeas and 
] nay. 

The CHarrMAN. The bill is reported and Mr. Kilday will file the 
report on behalf of the Armed Services Committee and I hope he will 
be able, with Mr. Short and other members to appear before the Rules 
Committee at the earliest possible date. 

I hope we can have them consider this bill on Friday. We will try 
to get this bill to the House at the very earliest opportunity. 
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Now, the next bill from Mr. Kilday’s subcommittee is a most im- 
portant bill, 9428. 

Mr. Kitpay. Mr. Chairman, this bill was also offered yesterday as 
a clean bill to reflect the subcommittee’s action on the bill. The bill 
as submitted by the Department of Defense would increase by 1 year 
the 4 and 3 years, respectively, of constructive credit presently granted 
to medical and dental officers at time of appointment. In addition, 
it would permit medical and dental officers to be promoted to the 
temporary grade of captain in the Army and Air Force and lieutenant 
in the Navy any time after 1 year following completion of medical or 
dental school. 

And finally it would permit the constructive credit granted to 
medical and dental officers for their professional education to be 
counted for longevity pay purposes in computing basic pay. 

I am sure that the committee knows that under the Officer Per- 
sonnel Act of 1947, the bill which resulted from the action of the sub- 
committee of Mr. Short in the 80th Congress, we granted constructive 
service to professional men for the purpose of in some measure com- 
pensating for self-acquired professional education. 

Mr. Suort. Particularly doctors, dentists, and veterinarians. 

Mr. Kitpay. Yes; and lawyers and chaplains. That is the extent 
of it. 

This is going to increase by 1 year, the 4 and 3 years granted before. 

In 1947, I was a member of that subcommittee and I was a good 
deal surprised when the figures came out that doctors would be 
entitled to just one-rank credit. I thought at that time that perhaps 
it should have been two. 

We are, of course, as everybody knows, having a great deal of diffi- 
culty in attracting and holding doctors and we are confronted here 
periodically with the extension of the doctors’ draft. 

We are attempting here to do something that would make the 
service more attractive—at least the remuneration from the service 
more attractive—and to place these men in about the same relative 
position as other officers of the service of their same age bracket. 

In going over this and some other bills that we have had recently, 
I am struck by the fact that we have two professions left in the 
United States that a man can enter with 4 years of college training, 
or training beyond high school. One is the military and the other is 
the civil engineer. To be an optometrist or a veterinarian or almost 
anything else, you have got to have college training beyond 4 years. 
So the purpose here is to grant credit year for year, for the time that 
a doctor spends in his medical school and his required 1 year of in- 
ternship. To give the dentist the credit for the time that he must 
provide. This does not grant internship for dentists. It was re- 
quested before the subcommittee but the subcommittee did not see 
fit to write that into it, and I want to make it clear that we did not 
accept the recommendation of the American Dental Association in 
that regard. 

That action was based upon the fact that internship for doctors of 
medicine is universally required. The American Dental Association’s 
policy, now, is that it is a very desirable thing to have dentists do an 
internship but it is not a requirement. 

There is, of course, more difficulty in getting the medical doctors, 
the question of pay and all that sort of thing comes in, but that is what 
we do, just what I have read, here. 
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Now, in addition to that, we have done a good deal more. 

The medical people feel this portion only corrects what they regard 
to be an injustice, or inequality, anyway, that they have not been in 
the past given credit for the required years of education in order to 
qualify. We take them because they have that education and we do 
not give them year-for-year credit. 

This will take care of that situation. 

Mr. Suort. This is an incentive bill to bring a doctor that we draft 
after several years practicing, after a long medical education, up on 
a level with the line officer. 

Mr. Kitpay. I was somewhat concerned that maybe the line 
officer would feel that men were being promoted above him when he 
had responsibility in command and combat and what not. Howeve - 
doctors have been on a separate promotion list all along and it has 
been recognized they should be promoted in a different manner than 
line officers, all along. 

The task foree who worked on this was headed by line officers and 
they came in and recommended this be done. 

Now, the task force in addition to this, which is regarded as an 
incentive and which would cost approximately $8 million for the Army, 
Navy, and Air Force, that it would cost $8 million, the task force 
had an additional recommendation for a contract for extended service, 
something like a reenlistment bonus and what not, which would not 
be accepted by the medical profession because it constituted commit- 
ment to serve in the future. 

We have in this bill another provision which for doctors and dentists 
increases the special-duty pay. At the present time, they receive $100 
per month special pay over and above the pay of their rank and years 
of service. 

This bill would provide that hereafter, for the first 3 years they 
would continue to draw the $100 special pay. After 3 years, they 
would draw $150 special pay. After 6 years of service, they would 
draw $200 special pay and continue at $200 special pay throughout 
their term of service. 

Mr. Buanprorp. Ten years. The final increase at 10 years. 

Mr. Kiupay. That is right. There is an additional bracket. The, 
additional bracket is up to $250 and then they will continue to draw 
that for the remainder of their period of service. 

For the Army, Navy, Air Force, this will cost an additional $8 
million. For the Army, Navy, Air Force, and Public Health Service- 
remembering the Public Health Service has always been—the com- 
missioned officers of the Public Health Service have alw: ays been paid 
under the military pay scales, including special doctors’ pay. The cost 
to cover all of them will be about $18,500,000. It is something over 
$2 million more. 

I frankly do not believe in spending $8 million on the increased 
rank. I do not think that is going to do us any good. If we are 
going to spend the $8 million, we might as well leave it as it is, because 
it is not going to buy us a thing. By i increasing it to $16 million for 
the Army, Navy, and Air Force, $18 million, or $18,500,000, an 
taking in the Public Health Service, I think we can do some good. 

When we consider $18.5 million in total military budget, we have 
not spent any money. It just does not amount to anything. 

I am hopeful that this will attract and hold more medical men and 
reduce any necessity for an extension of the Doctors Draft Act. I 








6044 


hope we can do that, and I hope that there will not be any charge 
from any source that they just want more money. 

I am impressed with the fact that every family man has an obliga- 
tion that prevents him having free choice on these things. He has 
an obligation to his family and we cannot expect to keep military and 
medical men working at low pay when their classmates are making 


more and their classmates in the Veterans’ Administration are making 
more. 

This bill will bring the pay of the military doctor more nearly into 
line with the pay now given to Veterans’ Administration doctors and 
dentists—not Veterans’ Administration specialists. It is a little below 
the dollar amount now paid in the Veterans’ Administration. 

I think that is proper and I understand there are some professions 
who feel it is not high enough, but here again we can never come 
down. We can go up in the future if this does not do the job, but 
I think that there is an attractiveness in the military service, that 
there is a position in the military that will make it more attractive, 


and the take-home pay will be more in line. I will insert my full 
statement here. 


(The statement referred to follows:) 


Mr. Chairman, Subcommittee No. 2 has had under consideration H. R. 8500, 
now H. R. 9428, a bill to provide for the procurement of medical and dental 
officers of the Army, Navy, and Air Force. 

The bill as submitted by the Department of Defense would increase by 1 year 
the 4 and 3 years, respectively, of constructive credit presently granted to medical 
and dental officers at time of appointment. In addition, it would permit medical 
and dental officers to be promoted to the temporary grade of captain in the Army 
and Air Force and lieutenant in the Navy any time after 1 year following comple- 
tion of medical or dental school. 

And finally, it would permit the constructive credit granted to medical and 
dental officers for their professional education to be counted for longevity pay 
purposes in computing basic pay. 

The constructive credit which would be increased under the proposed legislation 
would also be applicable to medical and dental officers now serving on active duty 
so that the respective Secretaries could adjust their dates of rank in order to 
reflect the increased credit contained in this bill. This would make such officer 
eligible for promotion to the next higher grade at an earlier date. 

We received testimony from the Department of Defense, from Dr. Howard 
Rusk, Chairman of the Health Resources Advisory Committee, the American 
Medical Association, the American Dental Association, the American Veterinary 
Medical Association, the Surgeons General, and the Public Health Service. 

At the outset, the subcommittee was impressed with the extremely serious sivua- 
tion that faces our Armed Forces with regard to the career medical corps of the 
respective services. 

Dr. Berry, in his testimony, stated that during the past 2 fiscal years 1,000 
career medical officers have left the service, of which 808 resigned their commis- 
sions. During this period of time, only 350 medical officers were taken into the 
Regular corps and Dr. Berry freely admitted that a majority of these entered as 
Regulars only for the purpose of obtaining residency training. 

Dr. Berry made this very alarming statement: 

“At this rate, in a few years the Regular corps would almost cease to exist.” 

The situation with regard to dentists is almost as alarming. In the last 2 
fiscal years, 119 dentists became Regular officers. During this same period 232 
Regular dental officers left the armed services. 

In other words, our losses so far exceed our gains in the Regular corps that a 
Regular medical and dental corps may soon be a thing of the past unless corrective 
action is taken immediately. 

I think you would be interested to know that in the last 3 fiscal years, 13,600 
physicians entered the military services. During this same period more than 
16,000 left the service and returned to civilian life. In other words, a total of 
almost 30,000 physicians have been coming and going during the past 3 fiscal 
years. Ninety-six percent of the physicians who entered the armed services 
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during the last 3 fiscal years did so through compulsion of one form or another, 
i. e. the regular draft law or the special draft law, or both in the case of the younger 
doctors. 

Now we have been told that studies conducted by the Department of Defense 
indicate that this high loss of career physicians and dentists involves many 
factors. 

Dr. Berry advised us that the most frequent reasons given for lack of interest 
in a military career were: 

1. Inadequate pay; 

2. Lack of promotional opportunities; 

3. Frequent moves and greater separation from families; 
4. Inadequate housing; and 

5. A general dislike of military life. 

The bill submitted by the Department of Defense made a mild gesture in the 
direction of adequate pay by permitting constructive credit to be used in deter- 
mining longevity for pay purposes. It made a more significant gesture with 
regard to promotion. 

The Navy has already accomplished an accelerated promotion program under 
the Temporary Promotion Act of 1941 for their physicians and dentists to provide 
equalization of promotion of medical and dental officers with their college graduate 
line officer contemporaries on the basis of the increased constructive service erdeit. 
The Army and the Air Force are in the process of implementing an accelerated 
promotion program for their physicians and dentists under the temporary promo- 
tion authority contained in title V of the Officer Personnel Act. 

The proposed legislation will provide statutory authority for accelerated 
permanent promotions similar to the temporary promotions that are now being 
accomplished in the armed services. As a result of crediting constructive credit 
for pay purposes, physicians and dentists under the bill as submitted by the 
Department of Defense would have received an average increase in pay of approxi- 
mately $50 per month. 

In the opinion of the subcommittee this would not bring into the service the 
additional career doctors that are essential if we are to maintain a career medical 
and dental corps. 

Now I would like to call your attention to the fact that the average physician 
in the United States has a net income, after all office expenses, of approximately 
$16,500 a year. The testimony of the American Dental Association indicated 
that the average civilian dentist has a net income of approximately $12,000 a 
year. 

When the average income of a civilian physician is compared with the income 
of a major or lieutenant commander in the Armed Forces with 10 vears of service 
we come up with the startling revelation that even with his present special pay, 
his income amounts to $8,640 a year, including all pay and allowances, as com- 
pared with the average income of his contemporary in civilian life who is making 
$16,500 a vear. 

Now, of course, we realized that we could not provide a financial inducement 
which would put service physicians and dentists on a par with their contemporaries 
in civilian life. But we did compare the present income of service physicians 
and dentists with their contemporaries in civil service and in the Veterans’ 
Administration. 

We found that a physician starting out today as a captain in the Army or Air 
Force under the accelerated promotion program that I mentioned to you that 
has just been put into effect receives a total income, including all pay and allow- 
ances, of $577 a month, compared with his contemporaries in the Civil Service 
System who receive $620 per month. Now bear in mind that all of the money 
»arned by the physician in the Civil Service System can be used in determining his 
retirement pay. We recognized, of course, that from his civil-service pay the 
individual must contribute 6 percent toward retirement and that all of this pay is 
taxable. On the other hand, however, the captain who is receiving $577, even 
though today he is not contributing toward his own retirement pay, nevertheless 
is only earning a base pay of $326.04 per month insofar as computation of his 
future retirement pay is concerned. Obviously, that will increase as he increases 
in grade, but I want to emphasize the fact that no matter what salaries I may 
speak of in the future with regard to service physicians and dentists, only the 
basic pay may be used in determining retired pay; special pay and allowances are 
not used in determining retired pay. 

We also realize that quarters and subsistence allowances are not taxable, 
whereas the civil-service employees’ entire income is taxable, so this factor has 
also been considered by the subcommittee. 








6046 


A comparison between the starting pay of a present captain of the Medical 
Corps of the Army and the starting pay of a civil-service physician shows a 
difference which is significant to the young man about to elect a career. On 
top of this, we must remember that the service physician or dentist will be sub- 
jected to all of the drawbacks of a military life such as frequent moves, separation 
from family, et cetera. 

Now to go on with the comparison: 

We found that after 2 to 3 years in service, the service physician or dentist 
would continue to receive a total pay of $577 per month, while the civil-service 
physician would receive approximately $720 per month. After 5 years we found 
that the captain who is not yet eligible for promotion to major under existing 
law, will have received longevity increases raising his income to $624 per month, 
while his civil-service contemporary will be receiving approximately $839 per 
month. 

In the 10th year of service, we find the medical officer receiving an income of 
approximately $720 per month, as compared with his civil-service contemporary 
who can qualify for $950 per month. And if his civil-service contemporary has 
become a specialist, his income, if he is a Veterans’ Administration specialist, 
will be increased to an average of approximately $1,020 per month. The service 
physician may also have become a specialist but that will not be reflected in 
his pay. 

And finally, after 15 years of service, we find the service physician with an 
income of approximately $846 per month, compared with a civil-service income 
of up to $1,060 per month, and if he is a Veterans’ Administration specialist, he 
receives an average income of approximately $1,075 per month. 

Now the bill proposed by the Department of Defense would have resulted in an 
average increase of approximately $50 per month which made some Cifference 
between the tremendous gap in income as between service physi*ians ane civil- 
service physicians and Veterans’ Administration physicians, but did not, in our 
opinion, go far enough by any stretch of the imagination, to accomplish what 
this bill is really supposed to accomplish. 

I think we must bear in mind one fundamental fact in considering this bill, 
together with the amendments proposed by the subcommittee. Each additional 
career military doctor will eliminate the need for drafting 4 civilian doctors every 
6 years. Stated in a different manner, if we can procure 3,000 more career doctors, 
they would eliminate the need for drafting 12,000 doctors during the next 6 years. 

Now all of us are fully aware of the discriminatory features of the doctors 
draft law. We all hope that the doctors draft law, which is presently scheduled 
to expire on July 1, 1957, will not have to be renewed in its present form. There 
will be a continuing need for a certain number of doctors under the age of 35 
who will be liable for induction under the regular draft law, but if we can enact 
a sound procurement law which will attract doctors in the uniformed services 
so that two-thirds of our physicians and dentists will be career personnel, we 
will have made it possible, in my opinion, to eliminate the need for any further 
extension of the doctors draft law as we know it today. 

Now in that connection, I think you would be interested to learn that only 
one-third of the physicians now on active duty are Regular officers. And only 
one-fourth of the dentists are Regular officers. You will note that I used the 
term ‘‘Regular officers’ and did not use the term “career officers.”” Unfortu- 
nately, more than half of the 800 so-called career doctors who enter the residency 
training programs offered by the armed services submit their resignations upon 
the completion of their obligated service. So that even when we talk about one- 
third of our medical officers being Regular officers we cannot assume that one-third 
of our physicians are career physicians. 

In fact during the last 2 fiscal years, of the officers who were eligible to resign, 
including those who have completed their obligated service and those who had 
no obligated service, over one-third did resign. 

And I think I should also state that of those who were eligible to resign in 
the Army, 76 percent of the captains did resign, 66 percent of the majors resigned, 
24 percent of the lieutenant colonels resigned, and even 2 percent of the colonels 
resigned. 

The situation in the Navy is extremely acute. During the fiscal years 1954 
and 1955 the Regular Naval Medical Corps lost, through resignation alone, almost 
300 medical officers and 70 more were lost through death or retirement. As 
against this loss of almost 370 medical officers, the Navy was able to procure only 
39 new Regular medical officers and 38 of them went into Residency training im- 
mediately in exchange for their agreement to become Regular officers. 
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In the Air Force, because the residency training program started later, the situa- 
tion on paper looks better. Only 111 medical officers resigned during the last 
2 fiscal years, and 168 became Regular medical officers. However, we learned 
from the testimony of the Air Surgeon General that over 70 percent of the medical 
officers in the Air Force have less than 2 years’ medical and clinical experience. 
Less than 5 percent had more than 20 years of experience. 

An even more alarming statement from the Air Surgeon General revealed that 
of the Regular medical officers who have completed their obligated service follow- 
ing their residency training, 55 percent submitted their resignations. This trend 
can be expected to continue for Regular medical officers of the Air Force who are 
now serving in their period of obligated service unless we take positive action. 

Faced with these statistics and figures, the subcommittee was of the opinion 
that the bill submitted by the Department of Defense was a gesture in the right 
direction, but did not go far enough. 

The American Medical Association in its testimony stated bluntly: 

“* * * we are certain * * * in addition to steps taken or planned, it is essential 
that an adequate financial inducement be provided to place the military medical 
service in a more favorable competitive position than that which they occupy at 
present.” 

The American Dental Association also strongly supported additional financial 
incentives for obtaining medical and dental personnel for the uniformed services. 

Therefore, Mr. Chairman, the subcommittee made a substantial change in the 
bill submitted by the Department of Defense, a change more in keeping with the 
original recommendation of the Department of Defense task force, which the 
Bureau of the Budget would not approve. 

In other words, we have taken the Department of Defense bill and have added 
to it an increased financial inducement which we think will attract and retain 
more career doctors. What we have done in effect is to add to the program 
submitted by the Department of Defense a provision which increases the special 
pay for physicians and dentists so that hereafter a physician or dentist who com- 
pletes 3 years of active service will receive a special pay of $150 a month, instead 
of the present $100. After 6 years of active duty, the physician or dentist will 
be entitled to $200 special pay per month, instead of the present $100; and after 
10 years of active duty, the physician or dentist will receive $250 per month, 
instead of the present $100. 

Now Mr. Chairman, I would like to compare the pay ranges that will be in 
effect for physicians and dentists of our uniformed services if this bill is enacted, 
compared with the salary ranges of civil service or Veterans’ Administration 
physicians and dentists. 

Jnder the bill, as amended by the subcommittee, the average medical officer 
will begin his service as a captain following the completion of his internship and 
since he will have 5 years of constructive credit which counts for pay purposes, 
his monthly basic pay will increase from $326 to $374, his quarters and subsistence 
allowances will raise his income to $525 per month, and the present special pay 
for physicians and dentists increases his pay by an additional $100 per month. 
This will give him a total income of $625 per month. His counterpart in the 
civil service will be a GS-11 receiving an income of approximately $622 per 
month. Thus he will be slightly better off than his civil service counterpart, 
paywise. 

Now after a year of active duty, the same service physicain will have a basic 
increment in pay because he will then have over 6 years of service for pay purposes, 
so his total income will then be increased to $656 per month, but in the meantime 
his civil-service counterpart can qualify as a GS-12 and thus will recieve $720 
per month. After 3 years of active duty as a physician or dentist the uniformed 
doctor will receive an increase in his special pay from $100 to $150 per month and 
also another increment in basic pay because he will have comepleted 3 vears of 
active duty. His total income will then amount to $722 per month. His civil- 
service counterpart can qualify for either a GS-12 at $720 per month, or a 
GS-13 at $834 per month. 

When the uniformed doctor has completed 6 years of active duty he will have 
another increase in his special pay from $150 per month to $200 per month, plus 
another increment in basic pay. He should likewise have been promoted to the 
grade of major, so his total income will now be $851 per month, while his civil 
service counterpart will be either a GS-13 or a GS-14, with a total income of 
either $834 per month or $950 per month. And if his counterpart is a specialist 
in the Veterans’ Administration, he could qualify to receive $936 per month as 
an intermediate grade specialist, or up to $1,075 per month if qualified as a senior 
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grade specialist. The uniformed physician may also be a specialist by this time, 
but it will not be reflected in his paycheck. 

And finally, after 10 years of active duty the service physician will have a total 
special pay of $250 per month and another basic increment in pay which will 
give him a total monthly pay of $932 per month, if he is a major, or $966 per 
month if he is a lieutenant colonel. His civil-service counterpart as a GS-14 
would be receiving $950 per month and as a GS-15 would receive $1,060 per 
month. If his counterpart is a specialist with the Veterans’ Administration, he 
will be receiving between $1,075 per month as a senior grade specialist and $1,147 
per month as a chief grade specialist. 

Again, the uniformed physician may be a specialist but it will not be reflected 
n his paycheck. 

We believe that this increase in income for service physicians and dentists 
will make a substantial contribution in this very serious problem that we face 
of providing career physicians and dentists for our uniformed services. 

This will increase the cost of the bill by approximately $8,204,000 annually, 
making the total cost of the bill $16,604,000 annually. This is a very small 
price to pay if it can make any substantial reduction in the number of doctors 
that must be taken from the communities of America through an involuntary 
method. In addition, it may prove to be an economic measure. It is estimated 
that the immediate savings from the attraction of career officers to replace the 
turnover of drafted physicians and dentists could amount to as much as $3,000 
per year per regular officer. This would result in reduced or eliminated costs 
for physical examinations and processing of drafted doctors; security check costs; 
uniform allowances; extra travel costs for the officer, his dependents and his 
household effects; and indoctrination and training costs, as well as savings in 
salary costs of ineffective time during these extra indoctrination, training and 
travel periods. It thus can be seen that an effective solution to this problem 
may result in an appreciable financial economy and, more importantly, a saving 
in lost man-hours of these scarce highly trained and essential health personnel. 

The subcommittee also adopted an amendment which will increase the rank 
of the Surgeons General from their present grade of rear admiral in the Navy to 
vice admiral, and in the Army and Air Force from major general to lieutenant 
general. 

In addition, we amended the bill to include medical and dental officers of the 
Public Health Service. 

We also amended the bill with regard to naval officers so that no officer serving 
in the grade of captain with a date of rank of July 1, 1955, or before, will have his 
date of rank adjusted in accordance with the constructive credit authorized by 
this act. This is to prevent inversion of relative rank in that grade. It should 
be noted that eligibility for promotion according to date of rank is important 
with respect to medical and dental officers of the Navy up to and including the 
grade of captain but after attaining the grade of captain relative rank is of little 
significance insofar as eligiblity for promotion is concerned. 

In the Navy Medical and Dental Corps officers serving in the grade of captain 
for the most part comprise the pre-World War II career officers. Their lineal 
positions were based on competitive written professional examinations with the 
higher grade in the earler examination taking precedence. These lineal lists 
have stood relatively intact for from 15 to nearly 30 years. Since increased 
constructive service for lineal position purposes could have no effect on providing 
an earlier opportunity for promotion to the grade of captain since they are already 
serving in the temporary grade of captain and little or no effect on any possible 
promotion to a higher grade, it was considered that the disadvantage of lineal 
inversion in the grade of captain outweighed any possible advantages. However, 
this limitation would have no effect on the granting of increased constructive 
service credit for longevity pay purposes in recognition of the medical and dental 
education years. 

The subcommittee agreed with the Navy that there was no necessity for bringing 
about any inversion in the grade of captain in the Navy. There is no comparable 
problem in the Army and Air Force. 

Mr. Chairman, I want to briefly mention the fact that we did not include the 
veterinarians in the proposed legislation because in our opinion the very serious 
procurement problem with regard to physicians and dentists does not exist with 
regard to veterinarians. We realize of course that many individuals serving on 
active duty in the Armed Forces have received professional training at their own 
expense. The action that we have taken here is not intended as a precedent for the 
recognition of all professions. We are faced with a particularly serious situation 
insofar as physicians and dentists are concerned. hat same situation does not 
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exist with regard to veterinarians. In the Army and Air Force combined only 
4 veterinarians resigned in fiscal 1955 and in the last 6 months only | veterinarian 
has resigned from the armed services. 

The Navy does not have, and has never had, a veterinary corps. 

Likewise, I believe I should mention that the subcommittee did not adopt an 
amendment proposed by the American Dental Association with regard to crediting 
constructive service for pay and promotion purposes of the 1 year spent in civilian 
dental internship programs. A dentist is not required to complete internship in 
order to be commissioned as a dental officer. On the other hand all physicians 
(except military interns) are required to complete an internship before they are 
eligible for a commission in the Armed Forces. A dental internship at the present 
time may be more properly compared with a medical residency. Both count as 
years of professional age but are not minimum requirements for a license or a com- 
mission in the Armed Forces. 

In view of the fact that we have provided an increase in the special pay for 
physicians and dentists we also amended the bill so that it would become effective 
on the first day of the first month following the date of enactment so that there 
will have to be no adjustment in the pay accounts. 

The Cuarrman. Thank you very much, Mr. Kilday. 

Mr. Rivers, do you want to make any statement? 

Mr. Rivers. Not unless you want me to. 

The CHarrman. I refer to section 403. 

Mr. Rivers. Yes, sir, Mr. Chairman. I want to make a statement. 

Mr. Chairman, I sponsored an amendment which would give the 
Surgeons General the prestige to which they are entitled by virtue 
of their attainment and by virtue of the great responsibility which 
they hold as Surgeons General, in their respective departments. 

The amendment is to give each of them three-star rank. I just 
want to put this in the record before | make my statement. 

The prestige of military medicine suffered from the rank and pay differences, 
from the very discriminatory doctor draft itself, and from the overall lack of 
recognition of these professional groups in the military. 

The Surgeons General of the three services are responsible for all of the health 
personnel and their training; the medical staffing of hospitals, dispensaries, field 
units, and ships; and the provision of trained personnel in the military medical 
missions of aviation, submarine and atomic medicine, and medical planning and 
logistics. 

And there too, Mr. Chairman, they are below rank in their overall 
dealings with other departments and with other nations. Great 
Britain, for instance, their surgeons general have three stars. I want + 
to bring them up and have them get this prestige. The pay is of no 
consequence. 

I have talked to the chairman and others about this and the chair- 
man has told me that he figures at this time it may cause some dis- 
agreement, and misunderstanding, if we select one such group and 
promote them, as against other bureaus of the services. 

Now, each year, where the mind of myself runneth not to the con- 
trary, | have voted to give these bureaus rank consistent with their 
responsibilities. Of course, since the military did not think of it 
first, it never got consideration. 

Now, the chairman has agreed to bring my bill up for consideration, 
take up all bureaus, and that he would also report it, vote for it and 
help me get it out, so we will refer that to Mr. Kilday’s committee, of 
which I am just one of the rank-and-file members, and with that 
understanding I am going to withdraw my amendment, based on 
what you have told me, and I have no reason to ever question any- 
thing that you give me. 
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The Cuarrman. In view of the statement Mr. Rivers has made, he 
is moving to strike out all of section 6. 

Without objection, that amendment is agreed to. 

Now, are there any further amendments to the bill? 

Mr. Newson. I move to strike the last four words. Because of the 
power on the front line, the backfield seldom has a chance to be heard. 
I would like to say this: I had the great privilege of considering, on 
the subcommittee of the gentleman from Texas, this item, and I want 
to express my appreciation for the time he gave us. 

I would like to say one more thing. I would like to express my 
appreciation to Mr. Blandford, counsel to this committee, who gave 
a lot of time, a lot of research, a lot of patience, a lot of understanding 
to a completely new subject. I hope that we have reached the right 
conclusion, and I am sure that a year will prove it. 

I ask unanimous consent to withdraw my amendment. 

Mr. Durnam. What is the highest rank under this bill? 

Mr. BuanpForp. Colonel. 

Most young medical officers today are commissioned as first lieu- 
tenants and this bill will permit them after they have completed 
their internship to be commissioned as captains. 

Mr. Duruam. We were always explaining about not being able to 
get the doctors until we put that provision in. They can go up to 
captain in getting the doctors? 

Mr. BuanpForp. They will be immediately promoted to captains. 

Mr. Duruam. Right after they leave medical school? 

Mr. Buanprorp. After internship. 

The Cuarrman. All in favor of reporting H. R. 9428, when your 
name is called vote aye and those opposed vote no. 

(Rolleall.) 

Mr. BLAnpForp. On this bill, there are 33 ayes and no nays. 

The Cuatrman. Mr. Kilday will report the bill. 

Now, Mr. Kilday, on behalf of the chairman as well as every mem- 
ber of the armed services, I want to publicly thank you and your 
subcommittee for the care and diligence with which you have handled 
these two subject matters. You have done a magnificent job and 
we are very grateful to you and we will proceed to get a rule as soon 
as possible and have you present this to the house and take complete 
charge of the time, and you and Mr. Short will place these measures 
before the House. 

Now, I want to refer H. R. 2428, a bill introduced by Mr. Rivers on 
January 17, providing for the rank of certain officers in the Department 
of Defense, to Mr. Kilday’s subcommittee. 

Now, Mr. Blandford, do you have a statement you want to make? 

Mr. BLANnpForp. Yes. 

Mr. Chairman, I would like to say something in behalf of the spade- 
and-shovel people who have worked extremely hard on presenting 
both these bills to the subcommittee, and I would like to particularly 
mention the Grenfell task foree who worked on this medical care bill. 

I think after you read the report and when you get into this subject 
a little more deeply as the subcommittee did, you will have a greater 
appreciation for the fantastic amount of work that has gone on re- 
garding a brand new subject with which we have had no experience. 

I would like to mention Captain Martineau, Colonel Benford, 
Commander Slatinshek and Lieutenant Colonel Stephens in connec- 
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tion with the dependent medical care bill, and I am sure there are 
others whom I may have overlooked, and of course Dr. Berry and 
Mr. Burgess who spark-plugged the whole thing. 

And I would also like to mention in connection with the Incentive 
Act for Doctors, Major MacKenzie, Captain Christy and Mr. Bartimo, 
in connection with both bills and in the developing of legislation. 

These people are, with the exception of the Assistant Secretaries, 
the spade-and-shovel people who do a great deal of work and usually 
receive very little recognition for it. [Applause.| 

Mr. Kitpay. Mr. Chairman, I would like to say that I concur in 
what Mr. Blandford has said. They have done a tremendously fine 
job. 

I would also like to say that I appreciate all the encomiums that 
have been made about me. I often think because of the custom 
which exists in the House that when a Member or a former Member 
dies, he is always paid a lot of praise on the floor of the House, that 
I have often thought that that is all we will ever have left after 
serving here, and you had me a little bit worried here this morning 
when you got into the same bracket. 

The CHairMAN. In that connection, members of the committee, | 
hope and I trust that H. R. 9429, a bill to provide medical care for 
the dependent of the members of the uniformed services and for 
other purposes, in the debate of the House will be referred to as the 
Kilday bill and it will be known historically as the Kilday Medical 
Care Bill for the Dependents of the Armed Services. 

Thank you again, Mr. Kilday. 

We will recess subject to the call of the Chair. 

(Whereupon, at 11:55 a. m., the committee adjourned, to reconvene 
at the call of the chairman.) 
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